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Secretary Harriman . . . A 1948-Style NRA? 


(See People of the Week) 











Why freight trains get shorter in winter 





IN EXTREMELY COLD WEATHER, it has been 
common railroad practice to reduce the 
number of cars in a freight train in order 
to keep the train moving on schedule. Some 
railroads reduce their loads 10% when the 


mercury hits 15 degrees; at zero and below, 
the cut may be as high as 30%! 

Why? Chiefly because, with the friction 
bearings commonly used on freight cars, low 
temperatures stiffen the oil in the journal 
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WHEN FREIGHT TRAINS, like modern pas- 
senger trains, are equipped with Timken 
tapered roller bear ings. they Start smooth 
as silk, summer or winter! 


With Timken bearings on the axles, 
locomotives can pull full-length trains 
all year “round. Shippers will get faster 
delivery of goods. Railroads can be free 
irom costly cold weather delays due to 
bearings. 

After extensive tests one leading rail- 


road reported offcially that “The im- 
| 


plications are that no matter how low 


the temperature, the resistance of the 
Timken roller bearing cars will be no 
higher in winter than in summer : 
Yes, no drastic cuts in winter freight 


tonnage is one big reason why “Roller 


Freight’ is the next great step in railroading. 


W ith i Roller Fre ight’. hot boxes are 
eliminated: maintenance 1s reduced; 
freights can travel at passenger train 
speeds: and there’s smaller chance of 
damage to lading because S8% less start- 
ing resistance makes possible velvet- 
smooth, jolt-free starts and stops. 


Timken tapered roller bearings take 
anv combination of radial and thrust 


loads. Whether you make freight cars 


ry printing presses. airplanes or power 

: ee ee ss 
shovels. be sure the trade-mark" Timken 
is on every tapered roller bearing you 


box and prevent proper lubrication. Starting 
resistance 1s increased so much that the 
locomotive no longer can get a full string of 
cars underway. That’s what winter weather 
does to freight trains... 
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Most ef every dollar you spend 


comes back to you. 


HE BIGGEST PART of the cost of 

anything you buy is the wages and 
salaries of the people who made it and 
delivered it to you. The biggest part of the 
price of what you make is the wage you and 
other workers earn. From 1929 to 1946, 
63.9% of the entire national income went 
for wages and salaries. Only 4.6% was 
profit to corporations. Most of the rest went 
for taxes. And of that profit, only a small 
part was paid to investors as dividends. The 
test had to be kept in the company to 


finance future growth and jobs. 


If there were no profits—if the 140 
billions of dollars invested in equipment, 





earned no return—no new companies 
would be formed, no new jobs would be 
created, present companies and jobs would 


shrink and finally disappear. 


Therefore, when people denounce profit, 
they are really denouncing jobs— your job 


and your opportunity. 
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Public works. The White House issued 
a report on the country’s needs for high- 
ways, schools, airports and other public 
works. About $75,000,000,000 worth of 
such projects will be needed during the 
next few years, the report said. The 
estimate was made by Maj. Gen. Philip B. 
Fleming, Federal Works Administator. He 
called for federal loans to States and 
cities to help them make plans and speci- 
fications for new projects. Authority for 
such loans expired June 30, 1947. General 
Fleming said advance planning is essential 
if the country is to overcome a deficit in 
public works. Since 1930, the Administrator 
declared, the need for public facilities has 
grown faster than the facilities have been 
provided. 


Housing. About 950,000 new dwelling 
units—houses and apartments—will be 
started in 1948, the Commerce Department 
estimated. More than 860,000 were started 
in 1947. A record total of $4,939,000,000 
was spent on home construction in 1947. 
ome builders are expected to spend about 
36,000,000,000 in 1948. These estimates as- 
sume that building costs will be slightly 
higher during 1948, on the average. The 
Office of Housing Expediter reminded 
builders that priorities, and price ceilings 
on homes built with priorities, were ended 
December 31 by expiration of the law 
authorizing priorities. 


Grain Supply. The Department of 
Agriculture ordered distillers to use no 
more than 2,450,000 bushels of grain dur- 
ing January. The order allocates to each 
distilling plant a certain amount of grain 
under a quota system. Wheat is not to be 
used at all. The conservation order was ac- 
companied by a resurvey of the wheat 
situation. 

The Department predicted that, with 
normal weather and a spring wheat crop 
equal to the 1947 crop, the total wheat 
crop next year would be more than 1,000,- 
000,000 bushels. Exports, however, again 
will take more than 400,000,000 bushels 
of the wheat crop, if present plans are car- 
ried out. 


The March of the News 





Veterans’ benefits. Carl R. Gray, Jr., 
was sworn in as the new Administrator for 
Veterans’ Affairs. He indicated his first 
concern will be to straighten out veter- 
ans’ insurance arrangements, the subject 
of congressional criticism for months. Vet- 
erans’ medical care is to get major atten- 
tion also, the new Administrator said. 
Veterans’ Administration now expects to 
lose 1,400 doctors, about a fifth of the VA 
hospital staff, next spring. 

Other developments: The number of 
World War II veterans in all types of 
training reached a new peak of 2,800,000 
on November 30. About 1,236,000 vet- 
erans were enrolled in colleges, 687,000 in 
other school work, and 877,000 in farm and 
job-training courses. The U.S. Court of 
Appeals approved “superseniority” for vet- 
erans in the Federal Civil Service. The 
ruling was based on a Civil Service Com- 
mission order, giving veterans absolute 
preference over other Government em- 
ployes in such matters as layoffs. 


Employment. Nonfarm employment 
reached a new high in mid-November. 
The Labor Department reported 43,450,- 
000 workers in commerce and industry, 
about 1,000,000 more than in November, 
1946. Seasonal declines brought the num- 
ber of construction workers to 1,850,000 in 
November, slightly below the annual peak 
reached in September. Larger supplies of 
materials allowed a slight increase in most 
manufacturing lines. Automobile employ- 
ment edged off, however, as a result of steel 
shortages and model haninasieiitiats. The 
steady downtrend in Federal Government 
pay rolls since the beginning of 1947 was 
reversed in November, as temporary em- 
ployes were hired to handle Christmas 
mails. 


Strike record. Fewer strikes started in 
November, 1947, than in any month since 
December, 1945. The Labor Department 
reported only 150 new work stoppages in 
November, involving approximately 45,000 
workers. That made the total number of 
strikes about 275 for the month, with a 
total of about 100,000 workers involved. 
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YOU CAN now apply to the Federal 
Housing Administration for insurance of 
a loan to be used in building a home or 
rental housing. FHA again is receiving 
sich applications after the President signed 
, bill authorizing additional insurance of 
these !oans under Title 6 of the National 
Housing Act. 


* * * 


YOU CAN count on a delay in paying 
Social Security taxes for additional 
soups of employes The Bureau of Inter- 
yl Revenue postpones issuance of its pro- 
posed revision of definitions of employes, 
for the purpose of collecting Social Security 
taxes. BIR has been asked by a congres- 
jonal committee to explain these proposed 
changes, which would extend coverage to 
inumber of borderline groups of workers 
for whom no taxes are now paid. 


* * * 


YOU CAN find out atout changes of 
procedure in making contracts with the 
\avy from new procurement regulations 
st issued by chat Department. The regu- 
ations cover purchases for both the Navy 
id the Marine Corps by negotiated con- 
tacts and by advertising. The new rules 
ieeame effective January 1 


* * * 


YOU CANNOT, as a subcontractor, 
wunt in receiving pay from the Govern- 
uent for parts delivered to your prime 
mtractor, but not paid for, unless you 
«i show that the Government uncondi- 
tionally guaranteed the account of the 
tractor. The appeal board of the Office 
ii Contract Settlement denies the claim 
ii one subcontractor on the ground that 
le was given no such definite assurance 
y the Governmert. 


* * * 


YOU CAN, as a cost-plus-fixed-fee con- 
tactor, probably collect from the Govern- 
nent for the cost of an insurance survey 
unducted by an independent firm to de- 
mine whether your insurance coverage 
» adequate. The Comptroller General 
‘proves reimbursement o*% one contractor 
fr expenditures of this kind. 


* * * 
YOU CAN find out about SEC’s re- 
ied regulations on proxies from the 
gency’s amended Rule X-14. 


News = Lines. 


What you as a businessman CAN and CANNOT do 
as a result of federal court and administrative decisions: 








YOU CANNOT expect to get the Na- 
tional Relations Board to dismiss an old 
complaint of unfair labor practice on the 
ground that the practice complained of 
occurred more than six months ago, and 
thus is barred by the Taft-Hartley Act. 
The Board rules in one case that this six- 
month limit on issuance of unfair-practice 
complaints applies: only to the period since 
the Taft-Hartley law became effective. 


* * * 


YOU CANNOT any longer send Form 
1099 information returns t- the New York 


office of the Commissioner of Internal 
Revenue. The office for receiving these 


returns recentl-- was moved tu Kansas 
City, Mo. Form 1699 must be filed by 
February 15 to report certain wages, rents, 
interests, dividends and other payments 
not otherwise reported. 


* * * 


YOU CAN now freely buy and _ sell 
Italian securities. The Securities and Ex- 
change Commission announces that it is 
withdrawing its request that brokers and 
traders in the U.S. refrain from making 
a market in Italian securities. 


* * * 


YOU CANNOT expect tc be allowed an 
income tax deduction for a loss resulting 
from getting pay, while overseas, in foreign 
currency at the official controlled rates of 
exchange instead of at the lower open-mar- 
ket rates. The U.S. Tax Court disallows 
such a deduction claimed by an American 
Army officer for “loss ou foreign exchange.” 


* * * 


YOU CAN expect wider competition 
among American exporters for export 
licenses under a new system established 
by the Office of International Trade. The 
agency announces that export licenses now 
will be issued on a basis of lowest price 
for comparable merchandise. The new 
regulations apply to a limited list of items 
including some foods. 


* * * 


YOU CAN find out how to mark and 
label goods for export to foreign countries 
from a booklet just issued by the Depart- 
ment of Commerce. The booklet, entitled 
“Foreign Marks-of-Origin Regulations” 
can be bought for 35 cents from the Super- 
intendent of Documents in Washington. 





JANUARY 9, 1948 





Conclusions expressed in these paragraphs are based upon decisions and rulings of 
wurts and Government bureaus. In making their decisions, courts and bureaus consider 
hany facts which, for reasons of space, cannot be set forth in detail. Tue Unitep States 
NWS, on written request, will refer interested readers to sources of this basic material 
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Safety is their Business! 


YOU’RE LOOKING at a meeting of section foremen at a 
modern coal mine. The “business” before the meeting is: to 
track down all possible threats to mine safety—before acci- 
dents can happen! 

Later, each foreman will meet with the workers under his 
direct supervision and will receive reports on all mine condi- 
tions that might become hazards. Then immediate steps will 
be taken to correct any such conditions. 

Such safety meetings are a regular part of operation in 
progressive coal mines. 

As a result of never-relaxing safety measures like these, 





America’s coal mines are now twice as safe as they were 40 





years ago, on the basis of man-hours worked—and more 





than four times safer on the basis of tons mined. 





And thanks to huge investments in mechanized equipment 
and to skilled management and keen competition within the 
industry, America’s mines are the most productive—and pay 


their miners the best wages—of any on earth. 





Livinc conpiTions of coal miners are keep- 
ing pace with improvements in their work- 
ing conditions. 

Today, about two-thirds —over 260,000— 
of the nation’s bituminous coal miners either 
own their own homes or rent from private 
landlords. And among the remaining third, 
who now rent from their companies, there 
is a growing trend to buy the houses they 
live in. 

Home-ownership among miners is increas- 
ing —due in no small measure to encourage- 
ment and financial aid from mine owners 
who realize that a man becomes a better 
worker and a better citizen as he develops 
pride in “a home of his own.” 
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As a result of the political churning that again is under way: 

Mr. Truman, more probably than before, is to be a one-term President. 
Troubles are piling up that make re-election a more difficult process. 

Henry Wallace may get 1,000,000 to 3,000,000 votes, mostly in key cities 
with a big labor vote, drawing away some support vital to Mr. Truman. What Mr. 
Wallace is doing is to make sure that foreign policy is a 1948 campaign issue. 

Senator Robert Taft stands an improved chance to be Republican nominee. 

Mr. Taft is ready to make an issue of foreign policy; is to go part way to 
the Wallace viewpoint. He will attract conservatives in the East, and will not 
offend isolationists in the Midwest. A Taft-Stassen ticket is possible. 

Tom Dewey is hurt by any indication that his name won't be needed to carry 
New York State. A Wallace candidacy cuts the Dewey prospects. 

A third party tends to splinter off some of the organized-labor vote. It 
dilutes the labor issue, confuses it to some extent. That's important in New 
York City, Chicago, Philadelphia, Detroit. Democrats in California already are 
divided, and a third party, if it gets on the ballot, can divide further. 

The Truman troubles promise to multiply in months ahead. 














Mr. Truman is to veer a little leftward in trying to gain votes. 

Labor viewpoint will be supported on minimum wages, social insurance, hous- 
ing, tax policy, other policies that seem to have a popular appeal. 

Labor, however, lacks a dominant voice in Congress. 

Result is that the new session of Congress will be slow moving, cautious in 
enactment of new laws, conservative in the laws it does enact. 





Taxes almost surely will be reduced somewhat on 1948 individual incomes. 

A tax cut probably is to be approved before foreign aid is considered. 

Tax cutting will strongly favor married persons in middle brackets. An 
increase in personal exemptions will give a break to lower incomes. 

Aid to Europe, the Marshall Plan, faces rough going, much whittling. 

Aid of as much as $4,500,000,000 is possible. Aid of a greater amount than 
that seems unlikely. Terms laid down by U.S. may be quite stiff, too. 

Aid to Greece, in addition to aid through the Marshall Plan, will be hard 
to sell to Congress. The first $300,000,000 isn't leaving much trace. 

There is a definite, discernible drift in Congress away from issues of 
foreign policy and toward preoccupation with issues of domestic policy. The 
approaching election will tend to speed up that drift, not reverse it. 











Compulsory military training is not likely to be approved in 1948. 

Higher pay for volunteers probably will be approved instead. 

Military spending is to move higher, is to pass $11,500,000,000 in the year 
that starts July 1, with the trend still up. Air Force will be favored. 

U.S. armament will tend to be favored over foreign aid. 

A White House budget approaching $40,000,000,000 is to be cut. Cutting by 
Congress will center in foreign aid, not in the military services. After cut- 
ting, the next budget still will be as big as or bigger than this year's. 
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The drift, along the line, seems to be to the Republican side. 

A reverse drift may set in, though, if living costs go much higher. 

Living-cost trend is to be up, moderately, until midyear at least. 

Wage trend, salary trend, however, will be up, too, so that there will be 
not much more of a squeeze than at present. Meat costs are probably to be a 
rather spectacular exception. They're due to skyrocket before long. 

Living-cost issue probably will not dominate the November voting. More 
probably, food costs will be somewhat lower by that time than they now are. 

It is doubtful if Democrats will win on the price issue. 














A Republican President, if one comes Jan. 20, 1949, will follow a somewhat 
different policy line than Mr. Truman would follow in a new term. 

Inflation, cheap money, would be less of a fetish with a Republican. 

Interest rates probably would be allowed to seek more nearly their own 
level, would not be held down to assure cheap credit to borrowers. 

Deflation would not be regarded with quite so much horror. 

The way things stand: 1948 probably will be a year of some further rise of 
inflation; 1949, or maybe second half, 1948, may see some deflation, some ad= 
justment to a price level lower than that of first half, 1948. 





Deflation, in fact, is starting to be tried here and there in the world. 

Italy started it by revaluing its currency for use in foreign trade. In 
Italy, prices have declined and there is some unemployment. 

Russia deflated with a bang by wiping out 90 per cent of her currency, by 
wiping out about 80 per cent of her national debt. That was very drastic. Yet, 
in Russia, there aren't goods enough to go around to satisfy demand that is left 
after the deflation. Russians seem not to trust the new money. 

France is on the verge of an attempt at moderate deflation. Alternative in 
France is a runaway inflation that would be followed by a crash. 

Britain, at some time in 1948, probably will be forced to deflate a bit. 

Idea abroad is that U.S. will put up the goods that will make it possible to 
avoid deflation. Deflation creates social strains and may cause left turns, 
which U.S. doesn't want. The prospect is, however, that U.S. will not put up 
enough goods to enable Europe to avoid deflation during 1948. Sooner or later 
Europe will be forced to adjust to the living standard it can support. 

In U.S., when and if some deflation does occur, persons on salary will 
benefit. Farmers will lose some advantage. Wage earners in jobs may lose a 
little overtime, but will still get high wages. Unemployed will be most hurt. 
Investors, for a time, may get lower dividend payments. 





New cars of more and more makes will gradually become available without a 
wait as the new year wears on. A buyers' market in some cars is near. 

Used-car values are likely to drop Sharply during the year. 

Passenger-car output may approach 5,000,000. It will be pushed hard in 
months just ahead to tap a big demand before new models are offered. 

Old houses, too, are going to be harder to sell. Prices will come down. 

New houses, after midyear, probably will not find the lush market that they 
have been finding. Large numbers of dwellings will be completed during the 
first half year, taking some of the edge off the market at these prices. 

Supply is catching up with demand in more and more lines at prices asked. 




















To help the busy reader follow important trends in national affairs, 
we are extending the Newsgram through the magazine by means of brief para- 
graphs in larger type at the head of each article. Thus we are able to 
give in Newsgram form additional items of essential news. -- The Editors 
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A GOOD MAN TO TALK TC 
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Wher the man from the Chicago 
Daily News calls upon you what 
does he represent? Though he is 
spokesman for a nationally famed 
home newspaper it is not publish- 
ing prestige that he emphasizes, 
but his representation of people 
—living people—Chicago's most 
IMPORTANT million consumers. 
In fact, a consumer group in 
excess of a million. And a con- 
sumer group having at its com- 
mand a rich concentration of 
spendable dollars. (See family 
income figures at the right.) 


It is an exceptional marketing 
opportunity the Daily News man 
represents; a marketing oppor- 
tunity out of the ordinary when 
such potential sales response can 
be stimulated through the me- 
dium of a single newspaper. It 
is, of course, the kind of news- 
paper that is welcomed to these 


IMPORTANT homes, the kind of 


CHICAGO 


newspaper that for 72 years has 
kept the respect of its readers— 
and won respect for its 
advertisers. 


Planning to sell Chicago in 1948? 
Talk to the Daily News man! 








Chieago Daily News 
Families Are Divided 
Into the Following 
Ineome Groups: 


Over $7,499 ..... 10.89%, 
$5,000 to $7,499 . 13.9% 
$3,000 to $4.999 . 39.6% 
$2,000 to $2.999 .23.3% 
Below 82.000... 12.4% 


These figures were obtained by an 
independent survey, conducted ex- 
clusively among regular Daily News 
readers, representing a valid cross- 
section, house-to-house sampling. 
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“Was that | 
a Busy Year! 


We completed the largest construction 
program in our history—more than twice 
as large aS any pre-war year. 

A billion dollars was put into new facil- 
ities for the expansion and improvement 
of your telephone service. 

2,700,000 new telephones were added to 
the Bell System—more than 10,000 every 
working day. 

13,000,000 mor 
died—a new record. 


e calls a day were han- 


ry of 1947 is one of 
extraordinary build- 
costs and higher 


The telephone sto 
expanding business, 
ing of new facilities, rising 
payrolls. 

It is the story of unceasing effort to 
meet the continuing demands for more 
and better telephone service. 








————_—————— 
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CHANCES FOR A WALLACE PARTY: 
ODDS AGAINST SUCCESS IN 1948 


Upset to Plans of Mr. Truman, Mr. Dewey 


Mr. Wallace is hurting Truman 
chances, helping a Republican. 

There‘s trouble ahead for 
Democrats in New York, Illinois, 
California. A third party this time 
draws from the Democrats. 

Taft chances are helped some- 
what; Mr. Dewey's may be hurt. 

Third parties seldom last long. 
There are problems of getting 
on ballots, financing problems, 
problems of survival. 


Henry A. Wallace has put a real 
snarl into plans for the 1948 presiden- 
tial race. He has no hope of winning. 
But he can make it very hard for 
President Truman to win. By the same 
token, Mr. Wallace helps the chances 
for Senator Robert A. Taft to be the 
Republican nominee, and makes it 
harder for Governor Thomas E. Dew- 
ey of New York to win that title. 

History and the election laws are 
stacked against Mr. Wallace. Many men 
have broken away in revolt against a 
major party. But none of them, including 
the very popular Theodore Roosevelt, was 
able to win. Usually they have caused 
the defeat of the party that they quit. 
And this seems to be the way in which 
Mr. Wallace is headed in 1948. 

The best present hope of Mr. Wal- 
lace is that he can roll up a sizable vote 
in such States as California, Michigan, 
Illinois, New Jersey, New York, Ohio and 
Pennsylvania. All these States have elec- 
toral votes that the Democrats need if 
they are to win the election. Mr. Truman 
must have some of them to win. 

With Mr. Wallace out of the way, Mr. 
Truman would have a fair chance of 
carrying several of them. With the third 
party in the field, the Democratic chances 
dwindle toward the vanishing point. And 
the Republican hopes rise. For Mr. Wal- 
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lace’s votes will come from groups that 
ordinarily would be expected to vote 
Democratic. 

Key States. A large part of Mr. Wal- 
lace’s following is concentrated in the 
seven key States of New York, Pennsyl- 
vania, Michigan, Illinois, New Jersey, 
California and Ohio. These States have 
195 of the 266 electoral votes needed to 
win the Presidency. Mr. Truman can 
count on 123 votes from 11 Southern 
States. He needs 143 more to win. Some 
of these must come from among the seven 
States. The Wallace candidacy darkens 
the Truman prospects there. 

New York, with 47 electoral votes, al- 
ready has an American Labor Party which 
is to put Mr. Wallace’s name on the ballot. 
It has been the vote of ALP that has 
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CANDIDATE WALLACE 


... against him—history & election laws 


helped Democratic candidates to carry the 
State in the last two presidential elections. 
Franklin D. Roosevelt fell 500,000 short 
of getting enough Democratic votes to 
take New York in 1944. ALP and the 
Liberal Party made up the difference. The 
Liberal Party will not follow Mr. Wallace. 
Some of the big unions are pulling out 
of ALP. But he will get many ALP votes, 
plus some 35,000 from the Communist 
Party, and a good part of the Negro vote. 
There are 500,000 Negroes in New York. 
Illinois has 28 electoral votes. The sig- 
natures of 25,000 qualified voters, at 
least 200 of whom must come from each 
of 50 counties, are needed on the nomi- 
nation papers of any State-wide candi- 
date. Mr. Wallace’s Progressives recently 
polled 313,000 votes in a Chicago judici- 
ary election. In 1944, Mr. Roose- 
velt carried the State by only 
140,000 votes. He polled 51 per 
cent of the 4,000,000 votes cast. 
Mr. Wallace’s party already has 
polled twice as many votes as 
would need to be subtracted from 
the Democrats to give such a close 
election to the Republicans. 
Pennsylvania has 35 electoral 
votes. To get on the ballot, the 
Wallace party needs almos. 20,000 
signatures of qualified voters. Mr. 
Roosevelt carried the State by 
only 105,000 votes in 1944. There 
is a substantial Negro and labor 
vote in the State to which Mr. 
Wallace can appeal. Moreover, in 
the face of the results of the 1946 
congressional elections in Pennsyl- 
vania, the Democrats are making 
few claims about what Mr. Tru- 
man might be able to do there. 
Ohio has 25 electoral votes. 
They went to Thomas E. Dewey, 
the Republican candidate, in the 
last election. If Senator Taft 
should be the candidate, he is fairly 
certain to carry his home State. 
Mr. Wallace’s party will have to 
move fast and hold a national con- 
vention in order to be listed on the 
Ohio ballot. Convention delegates 
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must be chosen in the February primary. 

California, with 25 electoral votes, re- 
quires more signatures on the nominating 
petition than almost any other State. Mr. 
Wallace needs upward of 200,000 names on 
his petition, or 10 per cent of all those 
voting in the last gubernatorial election. 
Mr. Roosevelt carried the State by 475,000 
votes in 1944. But the Democrats were 
united then. They are divided now. 

Michigan, with 19 electoral votes, re- 
quires about 20,000 names on the nomi- 
nation petition. Mr. Wallace has a heavy 
following in the left-wing labor groups 
and among Negroes in Michigan. Mr 
Roosevelt carried the State by 22,000 
votes in 1944, out of 2,200,000 cast. He 
got just a shade more than 50 per cent of 
the vote. Mr. Wallace has at least 22,000 
followers in Michigan. 

New Jersey has 16 electoral votes and 
a requirement that 800 persons sign the 
nominating petition. Mr. Roosevelt carried 
the State by just 26,000 votes in 1944. 
And Mr. Wallace has fully 26,000 follow- 
ers there. 

In these seven States, if Mr. Wallace 
polls as many as 1,000,000 votes, and the 
Republican candidates run as strong a 
race as they did in 1944, the question is 
raised whether Mr. Truman can capture 
a single one of the 195 electoral votes in 
the whole area. Mr. Roosevelt carried six 
of the States by a margin of just a little 
more than a million votes in 1944. 

If Mr. Wallace polls as many as 500,000 
votes in these States and the race is as 





close as it was in 1944, the Democrats 
stand to lose Pennsylvania, New Jersey, 
Illinois, Michigan, Ohio and New York. 
Mr. Truman’s best chance of winning one 
of these States is in California. 

The biggest practical problem faced 
by Mr. Wallace is that of getting a full 
slate of candidates on the ballot. In 28 
States this can be done by the petition 
route. In 20 other States, it will be harder. 

To give balance and local appeal to his 
candidacy, Mr. Wallace needs a full list of 
candidates for all offices, from Governor 
to sheriff, and for members of Congress. 
But some States have requirements that 
candidates shall be nominated by primaries 
or conventions. 

In the absence of candidates for Con- 
gress on their own ticket, the Wallace 
group is planning to endorse such other 
candidates in the two regular parties as 
they can approve. But, already, members 
of Congress shy away from such support. 
In view of the Communist charges, they 
fear backing by Mr. Wallace’s party will 
mean death to their chances of election. 

However, if Mr. Wallace is to establish 
a genuine third party, as his backers en- 
visage, he must round out the ticket, sup- 
ply local names and local organizations 
to give it contact with the voters in States 
and communities all across the nation. 
The first inroads of all third parties in 
the past have been made in the States 
and in the election of members of Con- 
gress. That is how the Republican Party 
was established. 


—Brown Bros. 





EUGENE DEBS 
. -. helped whittle the Democratic popular vote in 1912 
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ROBERT LA FOLLETTE, SR. 
One exception offers Mr. Truman hope 


Third-party chances are not too good. 
The Republican Party is the only one in 
recent American history that managed 
to grow up and supplant one of the exist- 
ing parties. Two efforts since then have 
failed. The men back of the movements 
lost their zest, or the principles for which 
the parties stood were swallowed up by 
one of the existing parties. These are the 
obstacles that stand in the way of Mr 
Wallace’s plans. 

The Republican Party was 20 years in 
the making. It started as the Abolitionist 
Party, then became the Liberty Party, 
changed to the Free Soil Party and finally 
became the Republican Party. It picked 
up a few members of Congress and local 
offices under each of these names. James 
Birney was the Abolitionist candidate for 
President in 1840. Abraham Lincoln won 
as a Republican in 1860. 

The Populists developed a foothold in 
the Middle West in the 1890s. They won 
governorships and Senate and House seats. 
In 1896, they pooled their resources with 
William Jennings Bryan, the Democrat. 
The Democratic Party took over many of 
their platform planks, and the Populist 
Party, as such, disappeared. But the move- 
ment grew up locally, out of the issues of 
the day, just as had the Republican Party. 
It had local tickets. 

The Progressive movement that cet- 
tered in the Midwest grew from the seed 
that the Populists had planted. It ran local 
tickets, captured governorships, House and 
Senate seats and legislatures. It developed 
a party in Wisconsin that ruled the State 
and flourished under the La Follettes until 
1946. The Farmer-Labor Party in Minne- 
sota, a development of the Populist and 
Progressive movements, still has certail 
skeletal remains. Mr. Wallace now is try- 
ing to put new life into these old bones. 
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NORMAN THOMAS 
One who offers Mr. Wallace no hope 


As a wrecker, however, the third 
party has been a standout all through his- 
tory. And ‘here Mr. Wallace’s chances are 
highest. He has a far better prospect of 
breaking down Mr. Truman’s election 
hopes and beating the Democrats in No- 
vember than he has of developing a long- 
range third party. 

Martin Van Buren, the one-time Presi- 
dent for the Democrats, broke away from 
his own party and ran on the Free Soil 
ticket in 1848. He took away enough 
votes from Lewis Cass, the Democratic 
candidate, to give the election to Zachary 
Taylor, the Whig. 

A Democratic split in 1860 put two 
candidates in the field against Abraham 
Lincoln. A Republican split supplied still 
another candidate. In the scramble, Mr. 
Lincoln came through to the Presidency 
He got a majority of the electoral votes, 
but only a plurality of the popular votes. 

James B. Weaver, of lowa, quit the 
Republican Party, became a Greenbacker, 
then in 1892 turned up as the presidential 
candidate for the National People’s Party, 
or the Populists. He got 1,000,000 popular 
and 22 electoral votes, and trimmed 
enough off the totals of Benjamin Harri- 
son, the Republican candidate, to give the 
election to Grover Cleveland, the Demo- 
crat. Mr. Cleveland, too, had a majority 
of electoral, but not of popular, votes. 

Theodore Roosevelt led his Bull Moose 
revolt from the Republican Party in 1912. 
He got 88 electoral votes frem six States— 
all of Pennsylvania, Michigan, Minnesota, 
South Dakota and Washington and 11 of 
the 13 votes of California. William Taft, 
the regular Republican candidate, carried 
only two States, Vermont and Utah, and 
got just 8 electoral votes. Woodrow Wil- 
son, the Democrat, got 435 electoral votes. 


But in State after State, with Mr. Taft - 
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and Mr. Roosevelt splitting the Republi- 
can vote, the electoral votes were handed 
to Mr. Wilson. The combined popular 
vote of Mr. Roosevelt and Mr. Taft was 
1,300,000 more than that of Mr. Wilson. 
In addition, Eugene V. Debs, running as 
a Socialist, got almost 900,000 votes. Mr. 
Wilson had a majority of the electoral 
votes, but there was a popular vote against 
him of 2,200,000. 

Robert M. La Follette, Sr., running on a 
Progressive ticket in 1924, got the 13 elec- 
toral votes of his home State of Wisconsin 
and polled almost 5,000,000 votes. He 
trimmed the majorities of Calvin Coolidge 
in many States. But Mr. Coolidge won 
handily. This is the one exception that 
offers Mr. Truman some hope. 

The party break caused by the pull of 
a dissenting faction usually is enough to 
wreck that party’s chances of winning. 
Whether Mr. Wallace can accomplish the 
same result as his eminent predecessors 
in political rebellion depends upon how 
widely the left-wingers scatter in the face 
of the charges of Communism that are 
piling up around Mr. Wallace’s followers. 

In New York, many of them already are 
scattering. Much of labor is holding back 
to pursue a policy of supporting its friends 
and punishing its enemies in the ranks of 
the two regular parties. The Amalgamated 
Clothing Workers of America, which holds 
about half of the ALP strength in New 
York, is pulling out of that party and leav- 
ing what remains to Mr. Wallace’s left- 
wing friends. 





The Liberal Party, which polled 306,- 
000 votes in New York in the 1944 election, 
will not follow Mr. Wallace. And neither 
will Norman Thomas and his Socialist 
Party. They will go thei separate ways. 

Mr. Dewey’s prospects. The New 
York situation not only puts a big question 
mark back of Mr. Truman’s chances to 
carry New York State, but it dims the pros- 
pect that Governor Dewey will win the 
Republican nomination. His biggest argu- 
ment for getting the nomination was that 
he had demonstrated that he could carry 
New York State. But, with Mr. Wallace 
hammering away at Mr. Truman and the 
Democrats, Republicans think they can 
win New York without Mr. Dewey. 

A top argument for the nomination of 
Mr. Dewey is removed. At the same time, 
the stock of Senator Taft is raised. He is 
better liked by Old Guard Republicans 
than any other candidate. But some of 
them have been doubtful about his 
chances of winning. With a third party in 
the field, they will be more disposed to 
take the risk. 

Senator Arthur H. Vandenberg has asked 
his Michigan friends not to put his name 
in nomination. If his name is not put in 
nomination, the most likely compromise 
candidate of the Republicans will not be 
available. This would make more likely a 
showdown fight between the Taft and 
Dewey wings of the party. 

Mr. Wallace, by making the Republican 
chances look brighter, is intensifying com- 
petition for the Republican nomination. 
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... his Bull Moose revolt made it easier for Wilson 
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WHAT CONGRESS WILL DO NEXT 


Expected Tax Cut, Trimming of Foreign Aid 


Tax cutting is to be high on 
the list of Congress’s plans. 

There‘ll be something for ev- 
erybody before Congress goes 
home to face the voters in No- 
vember. Politics will dominate. 

Europe probably will not get 
all of the aid it expects. 

Money will be kept easy. The 
boom won't be busted if the Con- 
gress has its way. New controls 
will be dodged as a rule. 

Labor laws face little, if any, 
change. 


Every family and almost all indi- 
viduals will be affected directly by 
actions to be taken by the Congress 
that is back for seven months or so 
of work. 

Thoughts of an approaching election 
will dominate the attitude and actions of 
Congress. At stake is control of a Gov- 
ernment with 2,000,000 jobs, a budget 
above $37,000,000,000 and a commanding 
voice in the affairs of much of the world. 

Before this Congress completes its work 
next July: 

Taxes on individual incomes earned in 
1948 very probably will be reduced some- 
what. Tax cut, over all, is likely to ap- 
proach $4,000,000,000. Odds are strongly 
on the side of overriding if Mr. Truman 
vetoes tax reduction. 

Married persons will be permitted to 
divide income for tax purposes under any 
tax-cut plan. This will give most help to 
married persons earning $10,000 or more. 

Personal exemptions are scheduled to 
be raised to $600 from $500. Lower in- 
come groups will be helped most by raised 
exemptions. 

Surtax rates will be reduced moderate- 
ly in any tax-cut plan. 

Corporations got their break when the 
*xcess-profits tax was removed, and can 
expect no further tax reduction on 1948 
income. 

Aid for the world is going to be voted 
in some form by Congress. Aid will be for 
one year, not four. It will be reduced at 
least 25 per cent below the amount re- 
quested by President Truman. 

Loans, not gifts, will be insisted upon 
by Congress for shipments of machinery 
and for some raw materials. Food, ferti- 
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lizer, textiles may be gifts or may call tor 
payment only in the currency of the 
country receiving them. 

Currency stabilization probably will be 
a condition of large-scale aid. 

Aid for Greece beyond July 1 is to be- 
come a major issue, with the outcome 
uncertain. Congress probably will balk at 
sending U.S. troops to Greece, by denying 
funds for that purpose. 

Inflation is not likely to be made sub- 
ject to firm controls. Members of Con- 
gress are going to be wary of actions that 
they think would upset the boom, if in 





G. O. P. POLICY MAKERS: SENATORS TAFT, WHERRY, VANDENBERG, FERGUSON 
. .. at stake—control of a Government, a voice in world affairs 


doing so they could later be blamed for 
the boom’s upset. 

Money supply will not be limited to the 
point where it pinches by any direct 
action. Banks will not be required to set 
up a special reserve of Government bonds 
as backing for deposits. 

Gold backing for currency and for Fed- 
eral Reserve Bank deposits may be raised, 
however. Effect would be more psycho- 
logical than real. 

Easy money for mortgages probably 
will be continued beyond March 31, but 
that isn’t certain. Loans now can be had 
on a “current cost” basis, at 90 per cent 
of that cost, with interest at 4.5 per cent 
and amortization over 30 years. That’s 
for new homes. Loans on that basis are 
inflationary. 

Price control definitely will not be re- 
vived. 


Rationing may possibly be voted for 
meat, but odds seem against it. If ration. 
ing is tried again, it probably will be ona 
voluntary basis. 

Rent control will be extended at least 
until March 1. 1949. Controls will be i; 
their present limited form. 

Installment-credit terms probably wil 
be put back under control, but Congres 
may insist upon spelling out the condi. 
tions of those loans on a more liberal basis 
than under Regulation W 

Spending by Government on a larg 
scale will be approved by Congress after 
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extended debate over economy. Cuts in 
the spending to be proposed by Mr. Tru- 
man will tend to center in foreign aid. 

Military spending is likely to exceed 
$11,500,000,000 in the year starting July 1. 
Buying of aircraft will be on a larger basis. 

Loans and gifts abroad may amount to 
about $5.500,000,000. This would be a 
rather sharp reduction from amounts fe 
quested. 

Total budget spending, after Congres 
gets through trimming, is likely to be 
around $37,500,000,000, or about the same 
as in the present fiscal year, which is to 
end next June 30. 

Individuals will be concerned by the 
attitude of Congress toward a wide range 
of issues affecting both the pocketbook 
and the general interest. 

Military training will be proposed fo 
all youths on a compulsory basis, but 


THE UNITED STATES NEWS 





YW 


— 


app 
tion 
tral 
how 

A 
be 1 

Si: 
efor 
Fou 
but 
atte} 

Ve 
abou 
give! 
ans | 
train 
its h 
alon: 


incre 
A 
actec 
Po 
Air-r 
mail 
First 
is ve 
Po 
foreis 
coura 
Lo 
shelv: 
leade: 
Far 


Lak 
down 
gress 

Taf 
well 
stand 
on th 

Clo 

Min 
the pr 
cents 
now r 
Congr 
raising 

Ma; 
which 
change 
ever, | 
covera 
of the 
employ 
compli 
Soci 
In 194: 

Pay. 
remain 

Old. 
Year ti 
coverer 
ets, sel 


JANU/ 








| Aid 


roted for 
[f ration. 
| be ona 


at least 
vill be in 


ably wil 
Congres 
ie condi. 
eral basis 


n a large 
ess after 





r Ewing 


5USON 


Cuts in 
Mr, Tru- 
n aid. 

» exceed 
o July 1. 
er basis. 
1ount to 
ld be a 


unts fe 


Congress 

to be 
he same 
ch is to 


by the 
le range 


ket book 


ysed for 
sis, but 


NEWS 








She National Week 


approval is highly unlikely in an elec- 
tion year. A modified plan for military 
training might stand a chance in 1949, 
however. 

Aid to States to improve education will 
be proposed. It appears to face defeat. 

Scholarshins are to be considered in the 
efort to revive the plan for a Science 
Foundation, vetoed by President Truman, 
but odls are against success of the revival 
attempt. 

Veterans’ benefits probably will be left 
about as they are. Senate approval is 
given to higher benefit payments to veter- 
ans in school and those engaged in on-job 
training. The House, however, is dragging 
its heels on these issues and may not go 
along. 

Higher pay for 2,090,000 Government 
workers and men in military service stands 
at least a 50-50 chance of approval. A flat 
increase of $500 a year may be voted. 

A wide range of other issues will be 
acted upon by the Congress. 

Postal rates may be raised moderately. 
fir-mail, special-delivery and_ registered- 
mail costs would go up with any raise. 
First-class mail rate of 3 cents an ounce 
is verv unlikely to be changed. 

Postal charges for shipping packages to 
foreign countries may be reduced to en- 
courage more private aid to people abroad. 

low-cost housing probably will be 
shelved again. Senator Taft, Republican 
leader, is back of this legislation. 

Farm-crop prices probably are to be 
supported, as at present, for another year. 

A program of propaganda to the out- 
side world will be financed on a larger 
sale than in the past. 

labor legislation will be rather far 
down the list during the session of Con- 
gress now getting under way. 

Taft-Hartley Act that places unions as 
well as employers under regulation is to 
stand with little if any change. Odds are 
on the side of no change. 

Closed shop will continue to be barred. 

Minimum wage might be raised from 
the present 40 cents an hour to 60 or 65 
cents an hour. As relatively few workers 
now receive less than 60 cents an hour, 
Congress may want to make a gesture by 
raising the minimum. 

Maximum hours of 40 in a week, after 
which overtime is called for, will not be 
changed in spite of some pressure. How- 
ever, Congress may decide to define the 
coverage of the maximum-hours provision 
of the Fair Labor Standards Act so that 
employers. will find its administration less 
complicated. 

Social insurance is not to be changed 
in 1948. 

Pay-roll tax for old-age insurance will 
main unchanged. 

Old-age insurance is not likely in this 
year to be extended to groups not now 
covered, including farmers, domestic work- 
tts, self-employed. 
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QUESTION FOR CONGRESS: HOW MUCH AID FOR THE WORLD? 
. .. dodging decisions that may cost votes is part of the answer 


Disability insurance is not on _ the 
agenda for any early action. 

Health insurance will continue to be 
backed by the Administration, but there is 
no important pressure on Congress for 
action in the present year. 

Unemployment insurance is to remain 
untouched for the present. 

The entire social insurance system will 
be expanded when and if hard times come 
back. It is then that the pressures will 
grow for larger benefits and for broader 
coverage in order that those who may lose 
jobs or who have reached the age of 65 
may have a measure of security. 

Investigations will be pressed by Re- 
publicans in Congress into a_ widening 
range of Government activities in the hope 


of uncovering situations that can be ex- 
ploited in the election. 

Members of Congress will be thinking 
of the home folks more than usual in this 
session. The reason is that the 1948 elec- 
tion promises to be close in many States 
and many districts, with both Republicans 
and Democrats worried about their pros- 
pects. It is this situation that makes a 
tax cut for individuals an_ increasing 
probability. The same situation tends to 
make Congress wary of ventures abroad 
that may run counter to the wishes of 
large groups of voters at home. 

The trend will be toward a search for 
ways to dodge issues that may. cost votes 
and to take action favorably on issues that 
will be expected to please most voters. 





PROBLEM FOR POLITICIANS: HOW FAR WILL INFLATION GO? 
. .. actions that might upset the boom will be soft-pedaled 
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Is a Cure for Colds in Sight? 


A cure for colds still isn’t just 
around the corner. 

Cause of colds may now be 
discovered, with a cure to come 
later. Researchers are on the trail 
of the troublesome virus. 

Influenza vaccine took 20 
years to develop. A vaccine for 
the common cold may be many 
years away. When found, it will 
end the biggest cause for work- 
ing-time loss. 

Today's cold remedies usually 
aren’t of much help. 


Discoveries are reported by Govern- 
ment scientists that may, a few vears 
from now, open the way to prevention 
or cure of the common cold. An agent 
causing at least one type of cold has 
been isolated. It probably is a virus. 

This announced discovery does not 
mean, however, that a cure for colds is 
just around the corner. It was 1926 when 
an influenza virus, as distinct from a virus 
causing the common cold, was isolated. 
Yet nearly 20 vears passed before scien- 
tists developed vaccines that provide some 
means of helping people avoid the “flu.” 

In the case of the common cold, only the 
first stage has been entered. Scientists of 
the U.S. Public Health Service have bot- 
tled up an agent that causes colds. They 
have isolated what is believed to be one 
cold virus. With it, they have been able 
to produce colds in otherwise healthy peo- 
ple. That much has been done with 
$50,000. Now, Public Health will seek 
more funds to go ahead. 

Colds probably are the greatest single 
cause of economic loss in the country. 
The chart shows, for example, that the 
80,000,000 man-days of working time esti- 
mated to be lost each year through colds 
is greater than the annual loss from strikes 
in the postwar period. 

To put it another way, the working time 
lost to colds each year would mine all the 
anthracite coal and all the iron ore used in 
the U.S. in a year. And there still would 
be enough man-days left over to produce 
10,600,000 tons of superphosphate _ fer- 
tilizer, 64,000,000 pairs of men’s shoes 
and 160,000,000 men’s dress shirts. Time 
remaining would be enough for assembling 
68,000,000 table radios. 
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Hope in Isolation of 


Those figures give one reason why it is 
expected that, with some progress to talk 
about, Congress will approve a larger ex- 
penditure for cold research next year. If it 
does, research will broaden into other lines 
of activity. 

What has happened, so far, is this: 

Cold research started with the appro- 
priation of $50,000 by Congress: With 
those funds and about 10 laboratory work- 
ers, two scientists of the National Institute 
of Health, Dr. Norman H. Topping and 
Dr. Leon T. Atlas, began experiments last 
January. Materials with which they 
worked were nasal washings—mucous ma- 
terials from the nose of a person who was 
in the first stage of a head cold. 

Discovery was made that the cold 
agent present in these nasal washings 
could be kept active in the laboratory. The 
scientists also caused colds by spraying 
the washings directly into the noses of 
volunteers. But their Lig finding was the 
fact that the cold agent remained active 
and reproduced in hens’ eggs, and that 
materials from those infectious eggs caused 
colds when given to volunteers. 

Isolation of one of the agents that cause 
colds was a proved fact when the research- 
ers succeeded in carrying on the process 
chain fashion. Fluids from the infected 
eggs were injected into healthy eggs. and 





-Roy Perry, NIH 
THE BUG IN THE EGG 
... One agent now is isolated 


an Infecting Substance 


fluids from these into still other healthy 
eggs. After each transfer, fluids from egg: 
injected with the materials produced colds 
when sprayed into noses of volunteers. 

In all, eight groups of individuals total- 
ing 60 persons were given the fluids from 
the test eggs. Colds resulted for 57. Others 
given fluids from noninfected eggs caught 
no colds. 

In addition, another Health Institute 
scientist, Dr. R. W. G. Wyckoff, examined 
the infectious fluids from the eggs with 
an electron microscope. What he observed 
were minute particles similar to the influ. 
enza virus. Those particles may well tum 
out to be one of the viruses that caus 
colds. At any rate, one agent now is iso- 
lated. 

What remains is the problem of find- 
ing a means of preventing or curing colds. 
Steps to be followed in that process are 
these: 

Other agents, or viruses, that caus 
colds will be isolated, if it can be done 

Nature of the viruses then will b 
studied by the scientists. They will try to 
find out all the characteristics of the differ. 
ent viruses that cause colds, to see how 
the agents act, how they produce colds, 
how they react to different things. 

Immunity of people to colds is the final 
subject of study. The scientists will try t 
find out what makes some people more 
immune to colds than others, and more 
immune under some conditions than under 
others. When all this is done, then scien- 
tists will have some real chance to produce 

vaccine that will cause immunity 

Influenza experience shows that : 
great deal of time usually is required t 
make any progress in such a_ problem 
Even now, after a 20-year search for 
“flu” vaccine, new doubt is being thrown 
on the amount of immunity to “flu” thal 
is produced by the two vaccines in ust 
And the tests that “proved” these vaccines 
are being gone through again. Few reall 
effective vaccines have been developed fo 
virus diseases—among them, vaccines fo 
smallpox and rabies. Those for pneumonia, 
tuberculosis and some other diseases stil 
are in doubt. 

In the case of the common cold, a vat 
cine to prevent infection is expected to be 
even more difficult to develop than it 
others. Reason is that, as tests by Dr 
Topping and Dr. Atlas indicate, infection 
and recovery from a cold gives people little 
or no immunity even to that one typ 
of cold. What this means to the doctor 
that the prospect of developing an effet- 
tive cold vaccine is not good. 
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... Since a cure isn’t just cround the corner—people will continue to sneeze, miss work, spend $400,000,000 a year on remedies 


Meanwhile, people will continue to 
sneeze with colds, miss work and spend 
at least $400,000,000 a year on cold reme- 
dies. Chances that any of these will do 
any real good in preventing or curing a 
cold are small, according to the opinion of 
physicians who have given the problem 
the most study. 

Treatments and preventives for the 
common cold are regarded as almost com- 
pletely ineffective by leading medical au- 
thorities. According to their opinion, here 
is how current remedies rate: 

Cold vaccines, at least those developed 
% far, have not been proved effective 
by any tests that doctors in general recog- 
nize. Some physicians feel that current 
cold vaccines appear to help some of 
their clients. Most widely recognized 
doctors in the field of preventive medicine 
doubt it, 

Sulfa drugs and penicillin appear 
equally useless for colds. Tests by Dr. 
Topping and Dr. Atlas showed that neither 
had destroyed the virus, or viruses, now 
isolated. And there is no evidence that 
these drugs affect any other agents that 
cause colds. Unnecessary use of the drugs 
often is harmful. 
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Vitamin pills, or capsules, and better 
diets can be of help to people whose ordi- 
nary diets are deficient. For others, the 
doctors say these offer little aid. 

Ultraviolet rays can cut down on the 
bacteria count in the air, as they have 
done in the offices of President Truman. 
But colds are produced not by bacteria, 
but by viruses. What effect, if any, these 
rays have on viruses nobody knows. No- 
body is likely to know until more is learned 
about viruses. To date, scientists cannot 
agree whether a virus is a living organism, 
li}:e bacteria, or a nonliving mass like a 
molecule of any chemical compound. 

Quinine and other drugs taken to fight 
fever are useless against a cold, according 
to leading medical opinion. They may hin- 
der recovery. Most doctors feel that fever 
helps to break some infections. 

Benadryl and other drugs used to coun- 
teract allergic reactions are a question 
mark. Doctors admit that these drugs help 
some people who get the sniffles from an 
allergy. Most doctors doubt their value 
against a true cold. 

Hot drinks, alcoholic or not, may make 
the cold patient more comfortable. That, 
on the basis of the evidence, is about all 


the doctors will say for hot drinks as they 
affect colds. Physicians are ready to say 
as much for fruit juices. 

Laxatives are not known to put people 
in better condition to avoid or break up 
a cold. Taken unnecessarily or too often, 
they can be harmful. 

Cough medicines, nose drops, sprays, 
inhalers and other special medicines for 
colds fall into several classes. Some give 
cold patients temporary relief, in the opin- 
ion of doctors who have studied cold treat- 
ment. Others appear to have little effect 
either way, doctors say. But some of these 
are recognized by physicians as harmful to 
the patient. And none, according to doc- 
tors whose opinions on the subject are 
most widely accepted by physicians them- 
selves, are of any help in shortening the 
period of a cold. 

Only real help on which doctors are 
generally agreed is ordinary healthful liv- 
ing, with plenty of rest. People who want 
to avoid colds can help themselves some- 
what by avoiding quick chilling, by having 
an adequate diet and by doing everything 
else they can to keep generally healthy. 
They still will catch colds, but those colds 
may be less frequent and severe. 
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Grain Profits and Losses: 
Small Traders’ Troubles 


Some speculators made big 
profits in the 1947 grain market. 
Others lost everything. 

Runaway prices in the grain 
market made big killings possi- 
ble. Last spring was the time to 
buy, as it turned out. . 

Most of the small traders were 
on the wrong side of the market 
at that time. 


Fortunes have been made in the 
“bull” market in grains that has been 
under way since the war ended. Mil- 
lions in paper profits have been 
realized and millions may later be lost 
if and when the bull market turns toa 
bear market. 

Yet the search for speculators directed 
by Congress has not yet brought to light 
the individual speculators who may have 
made the biggest killings. That search 
turned up sizable holdings of commodi- 
ties in the hands of Edwin W. Pauley, 
special assistant to the Secretary of the 
Army. But there is no indication of big 
fortunes accumulated by Government of- 
ficials who might have had access to “in- 
side” information about the Government’s 
buying plans. 

The records do show how individuals 
might have made a killing from specula- 
tion. The records show as well how specu- 
lators could have suffered dramatic losses. 
Two cases, hypothetical but probably true 
to life in some instances, are used for 
illustration. 

Case No. 1 shows how some specula- 
tors made money in the spring of 1947. 

The speculator in this case had $15,000 
on hand in February, 1947. On February 1 
he went into the Chicago grain market 
and bought wheat, for delivery in May, 
1947, at $1.993¢ a bushel. He had to pay 
down 30 cents a bushel, the minimum mar- 
gin required then on speculative deals. So 
with $15,000 he bought 50,000 bushels of 
wheat. 

By March 18 the price of wheat for de- 
livery was selling at $2.7414%% a bushel. 
was the high point. At that price the specu- 
lator’s wheat was worth $140,000, or $125,- 
000 more than he had paid down on it. 

But he passed up that $2.80 price. He 
held on, hoping for still higher prices. The 
higher prices did not materialize. On 
April 16 this speculator sold out, at $2.59 
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a bushel. The sale brought him $129,500, 
minus several hundred dollars in broker’s 
fees. 

The trader in this case is shown to have 
started out with $15,000 and ended with 
about $129,000. He made $114,000 in two 
and a half months’ time. He went “long” 
on the wheat market, buying wheat and 
holding it for higher prices. 

Case No. 2 shows what happened to 
traders who went “short” of the market 
in the autumn of 1947, and lost money. 
The “shorts” sold wheat, hopimg they 
could buy it back again before delivery 
time for less than they had sold it for. 

The speculator in this case intended to 
risk only $20,000 when he started out, on 
Oct. 1, 1947. He figured that wheat, then 
selling for nearly $3 a bushel, was sure 
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SECRETARY ANDERSON 
so far—no spectacular speculators 


to drop. So he sold 100,000 bushels at 
$2.9114 a bushel, for delivery in Decem- 
ber, 1947. He had to put up all of his 
$20,000, because margins were up to 50 
cents a bushel by October 1. 

His gamble looked good for a few days. 
On October 6, wheat for December de- 
livery was sealing at $2.74 a bushel. 
That offered the speculator a profit of 
nearly 17 cents a bushel, or $17,000. He 
passed up that chance. 

Then a price rise started. On October 15 
the closing price was $2.9834, or 7 cents 
more than the speculator received when 
he sold 100,000 bushels. He stood to 
lose $7,000 out of his margin deposit 


of $20,000. His broker called for more 
margin. Brokers sell out a customer when 
his loss reaches a certain percentage of 
his margin. 

This speculator put up several thousand 
dollars as additional margin. He had to 
add some more money to that on October 
23, when the price of the 1947 December 
future went to $3.12%4. 

By holding on, he got other chances to 
cover his short sale at a profit. On Noven.- 
ber 3, the price for the December future 
fell to $2.88 a bushel. That offered a profit 
of 3 cents a bushel, er $3,000. 

He passed up this, too, still hoping fora 
big killing. But prices turned up and stayed 
up. When this speculator finally bought 
wheat to meet his contract, he paid $3.16% 
a bushel for that wheat. That was 2514 
cents a bushel above the selling price. The 
speculator in this case lost $25,250. plus 
broker’s fees, in two months’ time. 

Actual speculations usually are far 
more complex than in the two cases used 
for examples. Professional speculators 
switch frequently from one side of the mar. 
ket to the other. They may make many 
deals in a single day. Amateurs—doctors, 
clerks, schoolteachers and other outsiders 
attracted by a rising market—are more 
prone to bet one way and hold on. 

The small traders often are closed out 
by a sudden jump or fall in prices. They 
usually lack money to mee’ calls for more 
margin. Thus the “little fellows” can lose 
everything by temporary price gyrations 
even when they bet on what proves to be 
the winning side of the market over the 
long range. 

The lure of profits is strong enough ti 
get many thousands of people into the mar- 
ket, however. The lists made public by 
Secretary of Agriculture Clinton P. Ander- 
son show that people from all walks of lif 
have tried their hand at speculating in re- 
cent months. 

Some of them undoubtedly made money 
It is theoretically possible that a man with 
$300 to gamble could have bought 1,000 
bushels of wheat on Feb. 1, 1947, for de- 
livery in March. He could have sold that 
wheat for $2,530 on March 18. By putting 
up $2,500 he could then have yot control 
of about 8,300 bushels of wheat for delivery 
in September. He could have sold that for 
$18,170 in June. That $18,000 would have 
been margin enough for 60,000 bushels for 
December, 1947, delivery. And 60,000 bu- 
shels of December wheat was worth about 
$189,000 on Nov. 29, 1947. Thus, $300 
could have grown to $189,000 in 10 
months’ time. 

Such an ideal speculative course as 
sumes the speculator had resources enough 
to meet margin calls forced by price flue- 
tuations. It assumes the speculator stayed 
“long” of the market all through the year. 

Actually, most of the small traders were 
“short” on Feb. 28, 1947, just before the 
big bull market got under way. 
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Cortez flies to Mexico ~ y, 


HEN 20th Century-Fox undertook the filming 
of “Captain from Castile” right where it hap- 
pened in the rugged mountains of Mexico, it faced 
some appalling transportation problems: four to six 
days’ travel time between each of the three main 
locations, and an operating cost of $60,000 a day! 
But Henry King, director, simply added a 200- 
mph twin-engine Beechcraft Executive Transport to 
the staff. The trip between each location—Morelia, 
Uruapan and Acapuleco—was reduced to 50 minutes! 
The Beechcraft flew actors, supplies and technicians 


between these historic “stages ’ on a moment's notice. 





Tyrone Power, Cesar Romero 
and Director Henry King 





~ on location in Mexico during 
the filming of the 20th Century- 
Fox technicolor picture 


“CAPTAIN FROM CASTILE” / 
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“The Beechcraft was all-important to us in making 
this picture,” says Mr. King. And in many other 
American industries similar records are hung up by 
the Beechcraft Executive Transport every day. Its 
prime purpose is the quick and efficient transporta- 
tion of personnel and materials on a company’s own 
schedule and between a company’s own selection of 
destinations, whatever they may be. 

Nearly 400 corporations are saving time and 
money with Beecheraft transportation. Fora catalog 


describing this twin-engine Beechcraft, just write 


today on your business letterhead. 
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“Intellectual improvement arises from leisure’ —SAMUEL JOHNSON 





Why housekeeping gels “lighter” all the time 


“,..Woman’s work is never done.” 

True enough. But today’s homemaker — aided by her 
modern refrigerator, range, water heater, vacuum cleaner 
and other appliances finds more time for family and for 
leisure. 

And what helps these “automatic servants” operate so 
dependably? Better materials for one thing. 

Materials on the inside—the unseen working parts of 
household standbys. Such as alloy steels. new plastics, car- 
bon brushes in motors... lighter, more compact materials 
that make appliances stand up longer and handle with ease. 

Materials, too, that you can see...as those stainless steel 
surfaces so easy to clean. Or the chemicals in more enduring 


waxes and polishes, varnishes and plastic finishes. 





Products of Divisions and Units include 


Yes, today’s housewife enjoys new leisure, new freedom 
from drudgery .. . thanks to better materials, 

Producing these better materials and many others —for 
the use of science and industry and the benefit of mankind 
—is the work of the people of UNION CARBIDE. 

~ “ S 


FREE: You are invited to send for the illustrated booklet, “Products 
and Processes,” which describes the ways in which industry uses 
UCC’s Alloys, Chemicals, Carbons, Gases and Plastics. 


Unrton CARBIDE 


AND CARBON CORPORATION 


30 EAST 42ND STREET (iam NEW yorK 17, N. ¥ 





LINDE OXYGEN «¢ PReEsT-O-LITE ACETYLENE * PYROFAX GAS ¢ BAKELITE, KRENE, VINYON, AND VINYLITE PLASTICS 


NATIONAL CARBONS ¢ EVEREADY FLASHLIGHTS AND BATTERIES * ACHESON ELECTRODES 
PRESTONE AND TREK ANTI-FREEZES e ELECTROMET ALLOYS AND METALS ¢ HAYNES STELLITE ALLOYS ¢« SYNTHETIC ORGANIC CHEMICALS 
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Big-scale aid to foreign na- 


Congressmen returning from 
home States say voter opposition 
is mounting. 

High taxes, shortages of 
goods, high prices and fear of 
new controls all are blamed on 
sending billions of aid abroad. 

Amount for one year of Mar- 
shall Plan probably will be cut. 


A drift away from the idea of big- 
scale aid to the outside world is being 
reported to the White House by re- 
turning members of Congress. The 
drift is noticeable enough to cause 
alarm among those who sponsor the 
Marshall Plan. 

The shift in sentiment already is leading 
to some change in plans for handling the 
aid program in Congress. Senator Vanden- 
berg (Rep.) , of Michigan, who is to guide 
the Marshall Plan through the Senate, 
is letting it be known that he is not 


‘losing his mind to important revisions 


in that plan. Senator Taft, of Ohio, head 
of the Republican Policy Committee, esti- 
mates it will be March 1 before the Sen- 
ate can start considering a program of 
large-scale aid. 

Responsible leaders in Congress now 
suggest that $3,000,000,000 will be ade- 
quate for an aid plan, where these same 
leaders a while back were talking of 
$4,500,000,000 to $5,000,000,000. 

It is in the House of Representatives, 
where every member will come up for re- 
election this year, that the Marshall Plan 
will have the roughest going. There the 
leadership definitely is cool. 

The story of why the mood of the 
country is changing, as told by Senators 
and Representatives coming back from 
visits with constituents, varies little. U.S. 
aid for the outside world apparently is be- 
ing blamed for the most of the present 
troubles of the people. 

High taxes are attributed by many 
voters to the foreign-aid program. They 
fear that a cut in taxes will be impossible 
if Congress approves anywhere near the 
full amount for Europe that President 
Truman has requested. Opposition on ac- 
count of taxes may be lessened, however, 
if a tax cut becomes law, with or without 
4 presidential veto. 
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ISOLATIONISTS’ NEW DRIVE 


Pressure on Congress Against Foreign Aid 





—Standard Oil Co. (N. J.) 


BETWEEN SHIFTS: WORDS ABOUT WORLDS 
... attitudes sharpened, irritations mounted, Congressmen listened 


Shortages at home are cited by voters 
as another effect of the aid U.S. is sending 
abroad. Scarcity of everything from meat 
to automobiles and lumber is blamed on 
the program of foreign aid. This attitude, 
according to members of Congress, has 
been sharpened by the meatless and eggless 
days and by the Government’s effort to 
reduce bread consumption They report 
that irritation is growing as shortages per- 
sist. Some Congressmen expect this feeling 
to reach a climax next spring and summer, 
when meat will become very scarce. 

High prices in the United States add 
to the reluctance of many people to send 
billions of dollars’ worth of goods overseas. 
They attribute the high prices to the 
shortages that result from the aid pro- 
gram. They complain that the cost of this 
program hits them twice—first in high 
taxes and then in high prices. This view 
is publicly stressed by Senator Taft. 

Fear of new controls goes along with 
the shortages and high prices. The argu- 
ment of Senator Taft and others is that, 
if foreign aid is cut down, controls will 
not be needed. 

Socialism in Europe, Congressmen re- 
port, causes some people in the U.S. to ob- 
ject to the use of American goods and dol- 
lars in experiments they consider wasteful 
and ill-advised. Trade deals with Russia 
made by Britain and other Western Euro- 
pean countries heighten their suspicion. 

Short hours of workers abroad form the 
theme of still another type of protest ad- 
dressed to the lawmakers. Many persons 
in this country are unwilling to help for- 
eign nations unless those nations first 
demonstrate that they are doing every- 
thing possible to help themselves. 


Diminishing of war scares also is hav- 
ing an influence, if reports are correct. 
Many people are less frightened of Russia 
than they were one or two years ago. The 
war scares concerning Iran and Yugoslavia 
blew over. More recently, Communist dis- 
orders in France and Italy were rather 
easily put down by the governments of 
those countries. Gradually, Congressmen 
assert, the idea has been built up in the 
U.S. that no drastic changes in Europe 
will occur, even if the U.S. fails to send all 
the billions of aid requested. There is a 
feeling that the European nations can look 
after themselves, if they have to. 

All these protests, according to both 
Republican and Democratic members, do 
not mean that voters are returnin: to pre- 
war isolationism. But the voters, they de- 
clare, are tending more and more to the 
belief that this country by herself cannot 
solve the problems, or manage the affairs, 
of every nation in the non-Russian part of 
the world. 

A new approach to the whole matter, 
as a result, is being shaped by leaders in 
Congress. They now are saying that no 
such figure as $17,000,000,000 for four 
years will be approved and that a one- 
year plan, is the most to expect at the 
present session. Besides providing essen- 
tial food, this plan would center around 
projects that are “measurable and watch- 
able” and are aimed especially at restoring 
transportation and the production of coal 
and steel. European nations would be asked 
to pay with strategic materials for stock- 
piling by the United States. Many Con- 
gressmen predict that, on such terms, and 
in reduced amount, some form of the Mar- 
shall Plan eventually will be passed. 
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Rising Costs of Ex-Enemy Areas 
U.S. Drive to Make Nations Self-Supporting 


It's to cost U.S. more in 1948 
‘o run Germany and Japan. 

Taxpayers will put up at least 
$2,386,000,000 in the third year 
after war just to keep onetime 
enemies occupied. 

Military costs will go down 
some. Cost of trying to get a start 
toward recovery in Germany and 
Japan will go up. 

Cost of war isn’t ending with 
the end of actual shooting. 


Taxpayers suddenly find that the 
cost of supporting Germany and Ja- 
pan in the third year after their defeat 
is soaring past the $2,000.000,000 
mark. That cost is going up, not down, 
as new undertakings add to the bill. 

Big money is involved, much of it al- 
ready committed and not subject to 
changes in this country’s foreign-aid plans. 
{ new agreement with Britain adds $300,- 
00,000 a year to U.S. costs for supplying 
the British zone of Germany. An effort to 
zet Germany off U.S. relief rolls by under- 
writing an increase in her production will 
idd even more to the total. Military costs 
of occupying the defeated countries are 
coming down somewhat, but still add up 
to nearly $1,000,009,000 for keeping troops 
‘broad. 

The occupation budget for the year 
1948, shown on the accompanying chart, 
now adds up to about $2,386,000,000. That 
is nearly twice the total cost of running 
the Army and Navy before the war. It is 
as much as the cost of the entire wartime 
itom-bomb project. 

The idea behind these high occupation 
costs is to make U.S.-occupied countries, 
particularly Germany, self-sustaining as 
soon as possible, and to get their produc- 
tion up to where they can aid other na- 
tions in the non-Russian world. 

Germany is to get the biggest share of 
occupation dollars—about $1,300,000,000 
in 1948. Only $371,000,000 of this amount 
is earmarked for paying and maintaining 
troops on duty there The rest will go to- 
ward feeding, governing and rebuilding 
Germany west of the “iron curtain.” 

This explains why U.S. is not in the 
mood to let Russia take out current rep- 
arations from Western Germany. Also, it 
explains why this country is not willing to 
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have Germany economically. unified, if 
Russia is to keep on taking reparations 
from current production in Eastern Ger- 
many. Under either situation, U.S. would 
be putting in at one end of Germany vast 
supplies of goods, which in effect would be 
siphoned off at the other end by Russia. 

The present plar. for Germany, instead, 
is to increase production of essential com- 
modities, particularly Ruhr coal and steel, 
and then direct part of this output toward 
Marshall Plan countries. To get the Ger- 
man economy back on its feet, a new and 
sounder currency is being prepared for 
issuance in the western zones, shipments 
of industrial materials will be added to 
shipments of U.S. food and clothing, and 
exports will be stepped up to pay for the 
materials, machinery and food that are 
shipped in. 

The end result, if hopes of U.S. officials 
are realized, will be a smaller drain on 
U.S. tax dollars for Germany in later 
years, and a larger flow of basic commod- 
ities from German factories and mines to 
Western Europe and the remainder of 
the world. 

Austria, in contrast, is to get a smaller 
share of U.S. occupation dollars in the 
year ahead than in 1947. Direct outlays 
by the Army in Austria for 1948 will be 
about $46,300,000, compared with $73,- 
700,000 in 1947 and $194,000,000 in 1946. 
Breakdown of the London conference of 
foreign ministers and indefinite postpone- 
ment of the time when Austria will be 
unified have an important bearing on 
these figures. Austrian production, now 
under Russian control to a large extent, 
is not to be subsidized under the new 
strategy. Hence, all but $5,800,000 of the 
1948 expenses will be for troop pay and 
maintenance. 

Japan, which two years ago got about 
as much as Germany for occupation ex- 
penses, now is down for less than half as 
much. Even so, 1948 commitments in Ja- 
pan amount to $597,100,000. Of this, well 
over one third is for shipments of U.S 
goods and resources to get Japan’s shaky 
economy on its feet. 

Those shipments are partly to keep up 
a minimum diet for the Japanese people 
while their food supply is short, partly to 
keep Russia’s Communism from gaining 
strength inside Japan and partly to bring 
nearer the day when Japan can be self- 
supporting. 

Korea, caught in cross fire of the “cold 
war” by having both U.S. and Soviet 
armies, is to get a relatively big allotment 
of dollars in 1948. American commitments 





there come to $244,500,000 for the year, 
making Korea the only occupied country 
with a higher dollar budget this year tnan 
last. 

The major part of the occupation fund 
for Korea is earmarked for straight mil- 
tary costs of supporting American troops: 
$84,300,000 is for pay for occupation 
troops, $67,500,000 is for their supplies, 
food and quarters and $92,700,000 is for 
military government and relief. 

In all, money already committed for 
U.S.-occupied countries will amount to a 
substantial share of any foreign-aid pro- 
gram in the year ahead. Nearly two thirds 
of this expenditure, moreover, is to be 
made in Western Europe, where it will 
directly supplement whatever is eventual- 
ly spent by U.S. under the Marshall Plan, 
now being considered by Congress. 

New emphasis in the occupation 
budget for the year ahead is revealed in 
the following figures on how the money 
will be spent: 

For maintaining troops abroad, $893,- 
800,000 is earmarked, less than half the 
total budget. Costs of occupation troops 
account for a smaller portion of the whole 
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bill than ever before. Organized rebellion 
or a shooting war is not in these calcula- 
tions. 

For supplying goods to Western Ger- 
many, however, the budget allows about 
twice as much this year as last. This item 
alone is expected to run as high as $800,- 
000,000, close to the cost of maintaining 
all U.S. troops in occupied areas. These 
voods for Germany include vast stocks of 
food, fuel, tools, production equipment, 
fertilizer. They are aimed at getting Ger- 
man production up to aid recovery of 
Western Europe, not primarily to aid Ger- 
many. This ties in closely with U.S. aims 
in the “cold war” now in progress. 

For overhead costs, $494,000,000 is 
budgeted for military governments, or less 
than last year’s costs. 

The emphasis, thus, is away from mili- 
‘ary expenses and toward more shipments 
of U.S. goods to help get occupied coun- 
tries back on their feet. 

Strategy of U.S. on the chessboard of 
the world also is reflected in the use of 
occupation funds. 

The increased amount of money to be 
poured into Western Germany is directly 
related to the fact that Western Europe 
has become one of the critical areas in the 
U.S.-Russian rivalry. Top policy makers 
of the U.S. are convinced that, if this 
country can put Western Germany back 
to work, a long stride will have been taken 
toward checking the spread of I. ssian 
influence on the continent of Europe. 





Smaller funds for Austria, on the other 
hand, reflect the diminishing hope of U.S. 
officials that Austria can be kept from 
slipping entirely into the Russian orbit. 

Funds for Korea are being increased, 
because U.S. still hopes to win Koreans 
away from Russia. Some U.S. military 
leaders would like to get our forces out of 
Korea, holding the position of these forces 
to be weak from a military standpoint. 
But diplomatic officials fear that U.S. 
prestige in Asia would receive a damaging 
blow if our forces should be withdrawn. 

As for Japan, the generous amounts of 
money poured in reflect the estimate of 
military leaders that U.S. bases there will 
be essential for defense of the Pacific in 
case of war with Russia in the future. 

Outstanding fact is that costs of the 
drive for European recovery undertaken 
by the United States already are being 
felt in the revised occupation budgets. 
These represent the first outlays in the 
broad recovery program. What bearing 
those outlays will have on success of the 
program and on the U.S. position in the 
world will not be known until Congress 
finally acts on the full-scale Marshall Plan, 
with which the occupation spending is to 
be geared. Eventually, if the general re- 
covery program succeeds, occupation costs 
will be cut to a small fraction of what 
they are now. But that time appears to 
be several years away. And meanwhile, 
more money, rather than less, must be 
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poured into the occupied areas. 
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$187.9 
MILLION 





$142.5 
MILLION 





Basic data: Dept. of the Army 
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MEANING OF BOND-MARKET DROP 


Anti-Inflation Effect of Reserve Board Action 


Money is slowly but surely to 
become tighter in U. S. 

Money tinkering will be cau- 
tious before election, will be 
more positive after election as in- 
flation control is tried. 

Interest-rate trend is upward 
as support price for U.S. bonds 
drops to par. That support is 
fixed for months just ahead. 

Savings bonds aren’‘t affected. 
The big point is that a decision is 
made to start to do something 
about money supply. 


The supply of dollars is to get more 
and more attention as the underlying 
cause of inflation. There is going to be 
definite tinkering with money. 

Money tinkering is starting now in a 
small way. Prices of U.S. bonds have 
been allowed to decline almost to $100. 
The decline from top prices is as much 
as 86 on a $100 bond. This means that 
interest rates are rising a bit, that money 
is becoming a little more costly to borrow 
And, in the months ahead, as much as 
$7,000,000.000 worth of Government se- 
curities will be taken out of the banking 
system, thereby reducing banks’ capacity 
to make new loans. 

The amount of gold required to back 
currency and deposits in Federal Reserve 


Banks may be increased by Congress. At - 


the same time, bankers are coming under 
official pressure to go more slowly in 
making new loans. 

These are just small signs of what prom- 
ises to become a developing operation de- 
signed to get tighter control over the sup- 
ply of money and its use. Money supply 
is at the heart of inflation. Inflation de- 
velops when the supply of money in- 
creases faster than the supply of goods. 
Attempts to control the money supply, 
therefore, are attempts to control inflation 
at its source. 

Control over money will come only 
gradually, not all of a sudden. A studied 
effort will be made to avoid a series of 
moves that could be expected to cause an 
early crack in the boom. But a somewhat 
tighter hold over money will be applied 
during 1948, if official plans work as in- 
tended. Actions before the November elec- 
tions will be very cautious if planners have 
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their way. Events could upset- their plans, 
but otherwise nothing drastic is intended 
before November. 

Prices of U.S. Government bonds will 
be supported at present levels in the 
months just ahead. The Federal Reserve 
Banks have resources large enough to sup- 
port the bond market for an indefinite 
period, if the Federal Reserve Board is 
determined to give that support. 

Savings bonds are not affected directly 
by the decline in prices of other Govern- 
ment bonds, or by money-tightening 
moves. These bonds are payable in dollars 
on demand. If interest rates should rise 
sharply later on, holders of savings bonds 
might be tempted to sell and put their 
money into other investments, but that 
result is not expected. 

Russia’s method of money control will 
not be tried in the U.S. under any cir- 
cumstances. Russia wiped out nine tenths 
of the country’s currency and two thirds 
of outstanding Soviet bonds. This country 
is to deal with money problems in a far 
more gentle fashion. 

What's happening, and what has 
happened in past periods, when moves 
were made to control inflation through 
money tinkering, gives some clue to what 
may be expected to take place in the 
future. 

Now, prices of U.S. bonds are being 
supported at par. That means that the 
Federal Reserve System stands ready to 
buy all bonds offered at $100. It is a sig- 
nal that money managers intend to sup- 
port the present pattern of Government 
interest rates, which range from 11% per 
cent on one-year money to 21% per cent on 
20-year Government bonds. A few months 
ago the range was %g of one per cent on 
one-year money to a yield of around 2 per 
cent on long-term bonds. 

First effect of this move was to lower 
bond prices. Victory bonds that sold at 
$106 in 1946 dropped to a shade above 
$100. New York City 3 per cent bonds 
fell from $10234 to $10014. High-grade 
3 per cent corporate bonds went to 97. 
World Bank bonds fell to 96, a drop that 
may complicate financing plans of Bank 
President John J. McCloy. Interest yields. 
as a result, went up. 

Indirect effects to be expected are that 
prospective borrowers will be less eager 
to borrow. Cities may postpone public 
works because of higher-cost borrowing. 
Corporations may delay expansion projects 
for the same reason. Banks, assured of a 
21% per cent investment in riskless Gov- 
ernment bonds, may be less enthusiastic 


about risk loans. And they are certain to 
raise interest charges. 

All these developments, in the opinion 
of money managers in Federal Reserve 
Banks, would be to the good. The desire 
to spend money, a basic feature of infla- 
tion, would be dampened a bit. 

Past inflations, however, 
more drastic countermeasures 
one has evoked so far. 

In 1920, Federal Reserve Banks with- 
drew support from the Government bond 
market and bonds fell from $98.60 to 
$82.60. At the same time, the rediscount 
rate was raised from 4 per cent to 7. That 
meant commercial banks had to pay higher 
interest to obtain reserves on which to 
make loans. The result was a sharp con- 
traction in credit, followed by a crack in 
the postwar boom of that time. 

In 1929, the same tactics were tried 
The rediscount rate was jumped from 3% 
to 6 per cent. Commercial interest rates 
rose as a result. Support was withdrawn 
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from the Government bond market, and, 
in the depression that followed, bonds 
dropped from $95.20 to $82.60. 

In 1937, a different method was tried, 
but the results were the same. Federal 
Reserve Banks this time raised reserve 
requirements of banks—the deposits that 
commercial banks must keep in Federal 
Reserve Banks as reserves against their 
own deposits. New York and Chicago 
banks were forced to boost reserves from 
1914 to 26 per cent of deposits; other city 
banks, from 15 per cent to 20 per cent, 
and country banks, from 1014 to 14 per 
cent. 

Chis meant that banks had to put up 
more of their own assets as reserves. That 
reduced the amount of money that could 
be loaned. It was followed by a sharp re- 
duction in business activity. 

Today’s approach is more cautious. In 
the six-week period before the new support 
level became evident, Federal Reserve 
Banks and the Treasury bought $881,100,- 
000 worth of Government bonds. In three 
days after bonds dropped to par, $970,- 
000,000 in bonds were purchased. This sup- 
port is to continue for the “foreseeable fu- 
ture,’ and Federal Reserve Banks have 
$40,000,000,000 to back up the policy as 
long as legal gold reserves are held at pres- 
ent levels. 
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This sum appears to be more than ample. 
Latest Treasury figures showed that 
around $119,500,000,000 worth of market- 
able Government bonds is outstanding. Of 
this total, commercial banks held $49,500.- 
000,000; Government agencies, $4,380,000,- 
000; Federal Reserve Banks, $720,000,000, 
and other investors—insurance companies, 
savings banks, individuals and corpora- 
tions—$64,900,00C 000. No wholesale sell- 
ing of these Government bonds is ex- 
pected. In fact, after the new support 
price became known, sales of Govern- 
ment bonds to Federal Reserve Banks 
slowed down. 

Gentle pressure on money now dom- 
inates. In addition to letting interest rates 
rise moderately, Treasury and Federal 
Reserve officials are retiring short-term 
Government obligations held by Federal 
Reserve Banks. As much as $7,000,000,000 
may be retired in the next few months, 
which would mean a $7,000,000,000 cut in 
bank reserves. That reduces the base on 
which loans can be made. 

Money authorities hope that this process 
will tend to prevent inflation from going 
further, and, at the same time, avoid a 
crack in the boom. There is no present 
intention of taking the risks that the 
Federal Reserve System took in 1920, 1929 
and 1937. 
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What could be done to get a stronger 
hold over money is indicated by powers 
the Federal Reserve System still may use. 

A higher rediscount rate for banks 
that borrow from Federal Reserve Banks 
is expected. Federal Reserve Board Chair- 
man Marriner S. Eccles already has indi- 
cated that the rediscount rate soon will 
be raised from 1 to 1144 per cent, but that 
is a mild corrective. 

Higher reserves also may be required 
of New York and Chicago banks—26 per 
cent instead of 20 per cent. Other bank 
reserves are at the limit—20 per cent for 
city, 14 per cent for country. 

Another drop in Government bond 
prices could be permitted, with resulting 
rises in interest rates, but neither the 
Treasury nor Mr. Eccles favors this. Mr. 
Eccles would like to make banks carry 
a “special reserve” that could not be used 
to expand loans, but he needs legislation 
for this control. 

Some Congressmen also favor increas- 
ing the gold backing required for currency 
and Federal Reserve Bank deposits. That 
would reduce funds available to support 
the bond market and limit the credit ex- 
pansion that could be allowed. 

These suggestions, together with steps 
already taken, are sure signs that money 
controls are to be tightened. 














te RIS 








January 9, 1948 


“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 

GEORGE WASHINGTON 
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sk THE STRANGE CASE OF MR. WALLACE |“ 


By DAVID LAWRENCE 


Every now and then in American history a crusader 
bobs up with a cause that is not at all popular and 
tries to upset the two-party political system. 

But it would be wrong to assume that these crusad- 
ers never leave their impress on the policies and strate- 
gies of the major parties. 

Henry Wallace isn’t running on a third-party ticket 
because he thinks he will be elected President. He is 
running so as to dramatize an issue—to have an effect 
on public thought. 

Mr. Wallace will gain that point at least. For he will 
get a respectful hearing. He will attract attention. Al- 
ready he has received more publicity for his cause than 
he would have obtained if he had remained a crusader 
in the ranks. He now takes the leadership of a move- 
ment that should not be written off hastily as inconse- 
quential. 

To band together all the radicals, all the Communist 
groups, all the dissenters, and lead them as a political 
force may or may not affect the outcome of the elec- 
tion. But it certainly will put the Truman Administra- 
tion, as the champion of our foreign policy, on the de- 
fensive and it will chailenge the Republicans on labor 
and price policies. 

The effect of a radical campaign conducted by any 
minority should never be discounted. Minorities have 
a way of avoiding ambiguous statement and generali- 
ties and hitting hard with concrete arguments that 
sometimes make the old-line politicians wince. 


Insurgents of the past: The nearest parallels to 
what Mr. Wallace is doing occurred in 1912, in 1916 
and in 1924. 

When Theodore Roosevelt broke away from the Re- 
publican party and ran on a third-party ticket in 1912, 
he had behind him many regular organizations. He 
split the Republican vote, insuring the election of a 
Democrat. But Mr. Wallace has no such political fol- 
lowing in the Democratic party, and it may be 
doubted whether he will carry many Democrats with 
him. He might even draw away enough Republican 
votes in the Middle West to offset any Democratic 
losses. 

William Jennings Bryan in 1915 broke with the 






















isn 
Democratic Administration, resigning as Secretary @ shuf 
State after the Lusitania was sunk by a German suf to h 
marine two years before we entered World War I. Hf reco 
argued that President Wilson was heading the nati the 
toward war and called for a program of peace. It 
Strangely enough, between the time of the Bryag can 
resignation in the middle of 1915 and the Democrati§ opp: 
national convention in 1916, the whole strategy of tl H 
Democratic party changed. Whether Bryan did or dif free 
not influence that change, the fact was that the cong direc 
vention at St. Louis rang with the booming voice of it§ Unit 
keynote speaker, the late Governor Glynn of Neg anti. 
York, whose refrain was caught up by the whole conf the | 
vention in chorus: “He settled the problem by negotis shal! 
tion—and kept us out of war.” Tl 
The country heard often thereafter during th raise 
1916 campaign the slogan, “He kept us outdf proa 
war.” Charles Evans Hughes, the Republican nomif purt 
nee, took the position that the Wilson Administratiog fortt 
had not been sufficiently vigorous either in Mexico TI 
in respect to German submarine warfare, but he d@ Wal! 
not impress the Western states. They felt as Brya™ mon 
did and, incidentally, swung the election to Wilsu™ —an 
as against the East. The 1916 campaign was wom by c 
by the Democrats on a platform of “Peace anf is th 
Prosperity,” though war did come in April 1917 as@ tect 
result of Germany’s sudden declaration of unrestricteé# M 
submarine warfare. the « 
In 1924, the La Follette-Wheeler ticket gained] subj 


votes in the West, but the Democratic candidate unpc 
John W. Davis, was regarded as a conservati§ fh 
and so was Calvin Coolidge, the Republican nomi§ way 
nee. Fear of a third-party triumph drove many cot He y 
servative Democratic votes to the Republican nomi§ Com, 
nee. In a dozen states, the Coolidge vote was not@ This 
majority but a plurality. clusi 





Does Wallace have a case? Henry Wallace star spee 
out with the cards stacked against him politically ang Tt 
with a cause that he has not made too clear. In effec by \ 
he argues that the Truman Administration has nig matt 
done what it should to control prices and that Southg bene 
ern Democrats helped to enact the Taft-Hartley labof obstr 
law. This phase of the argument will be lost in thg hope 
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pages of The United States News are written in their entirety by 
al news irrespective of the editorial views expressed here.) 


“1 wholly disapprove of what you say but will 
defend to the death your right to say it.” 


VOLTAIRE 





Campaigns of radical minorities have effect on party strategies even though un- 
successful in gaining office—Mr. Wallace will be given attention only if his program 
is made explicit—Beneficial result in wide discussion of U. S.-Russian relations. 


shuffle, however, because Mr. Truman can point 
to his own veto of the Taft-Hartley bill and his own 
record in trying to get price-control legislation from 
the Republican Congress. 

It is on foreign policy that the Wallace campaign 
can concentrate, for this offers the most spectacular 
opportunities. 

Has the Administration policy toward Russia been 
free from defects? Was the Truman Doctrine aimed 
directly at Russia through the intervention of the 
United States in the affairs of Greece? Was this an 
anti-Russian move that brought Russian reprisals in 
the form of an obstructionist policy toward the Mar- 
shall Plan? 

These are not all the questions that Mr. Wallace will 
raise, but they represent his line of thought. His ap- 
proach to the Marshall Plan is one of sympathy for its 
purpose, but he argues that economic help should be 
forthcoming for Russia, too. 

The average American will want to know from Mr. 
Wallace what he would have done in the last few 
months of negotiation with the inflexible Mr. Molotov 
—and what he would do now. The impression created 
by official speeches and a wave of editorial support 
is that everything the United States has done is cor- 
rect and everything Russia has done is wrong. 

Mr. Wallace may throw some light on this aspect of 
the controversy. Any light on such a highly delicate 
subject, even though it comes from a dissenter with an 
unpopular cause, is better than no light at all. 


The Communist stigma: Unfortunately for Mr. 
Wallace, he bears the stigma of Communist support. 
He will be charged with playing into the hands of the 
Communists who would like to see America divided. 
This is an old bogey and, if followed to its logical con- 
clusion, it can only mean a suppression of freedom of 
speech on foreign policy. 

The risks of approval from Moscow will be weighed 
by Mr. Wallace against the confidence he has that, no 
matter what criticism is offered, Russia isn’t going to 
benefit by his actions if she persists in her course of 
obstruction. Secretly Mr. Wallace may cherish the 
hope that because an American of prominence can 


openly discuss the policies of his own government and 
criticize them, this may produce a profound impres- 
sion on Russia. 

There are signs that Russia is embarrassed by the 
sudden ending of the Foreign Ministers Conference 
and would like to negotiate again. Obviously if the 
trend of events is toward more obstruction from Rus- 
sia and our possible involvement in a Balkan war, then 
the Wallace case will deteriorate rapidly. 

Certainly if Russia takes an aggressive course plain 
for everybody to see and Yugoslavia and Albania give 
more and more support to the Greek guerrillas, the 
tendency inside America will be to become more and 
more irritated over Russian behavior. Under such cir- 
cumstances, friendly words for the Soviet will tend 
to be obscured by events. 


Shifting tactics: But it is always possible that 
Russia may alter her tactics and show an inclination to 
negotiate a German peace treaty, clearing up some of 
the troublesome questions that divide us. 

Mr. Wallace would then claim that he helped to in- 
fluence that result. He would take pride in it though 
he might get fewer votes. He might even withdraw his 
candidacy at the last minute. He might support the 
Democratic ticket, as Bryan did in 1916. The Truman 
Administration, in turn, might be expected to take a 
little pride itself in such a shift of events, arguing that 
it is keepirlk the nation from a third world war by a 
constructive program in world affairs. 

Many explanations of Mr. Wallace’s course will 
be offered. Some will say he is a frustrated in- 
dividual, disappointed because he lost a chance to 
be President when Mr. Roosevelt didn’t support him 
for Vice President at the 1944 convention. Others 
will say he is misguided but sincere and considers 
his mission in life to crusade against what he believes 
to be wrong. Others will cross him off as an irrelevant 
force in politics. 

Anyway, Mr. Wallace is entitled to a hearing. After 
we have heard what he has to say, there will be plenty 
of time to decide whether he makes a point and what 
effect it will have on the strategy of the candidates of 
two major parties. 








































HE BILL FoR FooD, high as it is, is not as 
Thich as the bill being paid for govern- 
ment in U.S. 

Food cost the American people $47,520,- 
000,000 in 1947, on the basis of official esti- 
mate. Government—Federal, State and 
local—cost an estimated $54,300,000,000. 

The Pictogram shows what these big 
figures mean on a per capita basis. 

The food bill was $330 per person in 
1947 and it is running at about that rate 
now. 

The bill for government on a per capita 
basis was $371, or $41 more per individual 
than the food bill. The bill for govern- 
ment was paid through income taxes, real 
estate taxes, excise taxes, sales taxes, es- 
tate taxes, auto licenses. Not all of this bill 
was paid directly by the individual. 

In return for the money spent on food, 
people ate better than ever before. At the 
same time they paid much more than ever 
before for the privilege of being well nour- 
ished. 

In return for the money spent on gov- 
ernment, people got police protection. 
They supported their schools, their road 
systems. They received the protection of 
an Army, Navy and Air Force. They pro- 
vided pensions for many veterans and edu- 
cation and medical care for others. 

Food prices, while much inflated, are not 
as much inflated as the price of govern- 
ment. Food, in the past, cost much more 
than government. 

In 1929, for example, per capita cost 
of food was $161. Government that same 
vear cost $85 per person. Food in that 
year was only about half as expensive as in 
1947. Government then was only about 
one quarter as expensive as now. In 18 
years, per capita cost of government has 
gone up about four times. Food cost has 
about doubled. 

In 1939, the last real prewar year, food 
cost $121 per capita. Cost of food was 
lower in that vear than it had been 10 
years earlier. Cost of government, how- 
ever, had gone up to $111 per capita. Even 
so, government then was only about a 
third as high priced as it now is. 

Cost of food may decline in the months 
or years ahead as inflation in the commod- 
ity markets subsides. The decline in cost 
of food can be quite sharp. Cost of govern- 
ment tends to rise through the years, al- 
though some decline may occur in the 
years immediately ahead. 

The bill for government, however, prob- 
ably is to be permanently larger than the 
bill for food. Inflation in the price of gov- 
ernment is shown by history to be much 
more persistent than inflation in other 
prices. Deflation seldom has hit the per 
capita price level of government. 
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Test for Commerce Secretary Harriman’s Persuasive Powers 
In Getting Big Industries to Divide Scarce Materials Voluntarily 


>W. Averell Harriman, the earnest, 
patient Secretary of Commerce, has been 
pushing one central idea in the high places 
of Government for many years. Mr. Harri- 
man thinks, simply, that business and 
Government can work out together the 
measures needed for the good of all. 

He tried it back in NRA days, and it 
did not work too well. Now he is prepar- 
ing for another effort. Mr. Harriman plans 
to apply some NRA principles to the pres- 
ent inflationary ills. There is much dis- 
pute as to how it all will work. Mr. Tru- 
man, for one, is skeptical. But it is_be- 
coming obvious that, if anyone in the Gov- 
ernment is going to take direct action to 
relieve the present situation, the man is 
Mr. Harriman. 

The Commerce Secretary also long has 
held that nations can work together for 
their mutual good. But as one of the prin- 
cipal authors and molders of the get- 
tough-with-Russia policy, in both the past 
and the future, he has abandoned that 
idea, though only temporarily. 

Altogether, Mr. Harriman is a figure of 
great influence in high Administration cir- 
cles. He has held such a position in fact 
almost continuously since, in 1933, Harry 
Hopkins introduced him to Franklin D. 
Roosevelt. What he proposes to do at home 
and abroad, and the nature of his influence 
now take on an importance that generally 
has gone unrealized. 

New NRA? Mr. Harriman plans to use 
the NRA idea of agreements between units 
of an industry and the Government to 
channel scarce materials and products 
into the fields where they will be most 
useful. He hopes to use such agreements to 
rule some buyers out of the market and 
ease the upward pressure on prices. 

The trouble with the National Re- 
covery Administration, as Mr. Harriman 
sees it now—and he was a high official of 
that agency—was that it tried to cover too 
much ground. Its codes and agreements in- 





cluded everything from pants 
to steel mills. It 
own weizht when it was declared uncon- 
stitutional. 

Now Mr. Harriman mtends to apply 
the idea only to a relatively few big in- 
dustries whose materials and products are 
scarce. As the son of Edward H. Harriman, 
one of the great financial empire builders 
of the late nineteenth century, he learned 
early that the big industries are the most 
manageable. 

Steel. Secretary Harriman is to start at 
once with the steel industry. In the pres- 
ent situation he considers it the most im- 
portant of all, the kev to many economic 
difficulties. He wants agreements that will 
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pressers 


was toi.piime under its 


result in more steel for new freight cars 
and certain types of machinery and that 
will limit the use of steel in‘ toys, vending 
machines, gadgets and knickknacks. 

With varying emphasis, the idea then is 
to be applied to such fields as aluminum, 
petroleum, farm and electrical machinery, 
flour milling, textiles and some chemicals. 

To the conferences involved, Mr. Harri- 
man brings a slow-spoken persuasiveness, 
a first-name intimacy with most of the 
businessmen concerned and a knowledge 
of both business and Government. But 
persuasiveness is almost his only weapon. 

Power. The Commerce Secretary has 
little or no power to bring about agree- 
ments or enforce them. There is to be no 
NRA crackdown on recalcitrants. 





But, if more power is needed, the bill 
contains an open invitation to come back 
to Congress and ask for it. Some are pre. 
dicting Mr. Harriman eventually will have 
to do so. 

Antitrust laws. When Secretary Har. 
riman suggested that antitrust-law exemp. 
tions might be needed to permit the volun. 
tary agreements he wants, President Tru. 
man backed away from the idea hurriedly 
and publicly, and there was talk that Mr. 
Harriman might find it necessary to te. 
sign. Such is the Harriman influence in the 
Administration, however, that Mr. Tn- 
man later issued a statement saying he had 
misunderstood what was proposed. 

The Republican bill forbids any agree. 
ments regarding prices. In other respects, 





—Harris ‘Ewing 


PRESIDENT & SECRETARY 
... the emphasis will be on steel, not pants pressers 


The whole project is Mr. Harriman’s 
idea, but his authority lies in the Repub- 
lican anti-inflation bill. That measure puts 
the proposal on a completely voluntary 
basis. President Truman wanted a much 
broa ler bill with definite powers of mate- 
rial allocation, rationing and price control 
He has for months urged voluntary action 
to li! 1 prices down, but without success. 
he savs. 

The Republicans, contending that vol- 
untary action had not even been tried, 
seized upon the Harriman idea, however. 
Thus, Mr. Harriman’s plan, to his regret, 
is taneled up in the growing pre-election 
argument over which party is to blame for 
high prices, and Mr. Harriman has been 
made an agent of the Republicans’ attempt 
to prove their point. 


the agreements, when reached, must be 
submitted to the Justice Department ané 
its Antitrust Division for scrutiny. An) 
relaxation of the antitrust laws rests, 10 
practical effect, with officials there. 

Another activity, supplementing the 
voluntary-ayreements program, carries Mr 
Harriman directly into the foreign field. It, 
too, is approved in the Republican anti- 
inflation bill. 

Export controls. Mr. Harriman has 4 
controlling finger firmly on the exportation 
of scarce articles. He regards this as 4 
vital factor in the foreign-aid program both 
at home and abroad. 

His effort is to see to it that the drail 
on American supplies is no greater that 
necessary and at the same time to make 
sure that “exports of critically needed 
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Understand this ship... 
and you understand prosperity / 


¢ Warren Petroleum Corporation is the first company to ship very elusive, 


BOVAIRD & SEYFANG Mfg. Co. 





liquefied propane gas by sea. They engineered with pinpoint safety a Bradford, Pa. 

: “— fg ¢ BRYANT Heater Company 
freighter to store 68 pressure tanks, some 50 feet long, some almost 13 ClovelenhcGihan tyler teres 
feet in diameter, carrying 33,000 barrels of dynamic propane from Texas. CLARK Bros. Co. Inc 
This will ease gas shortage in east coast homes. se 

a : ; DAY & NIGHT Mfg. Co. 
& Ewing The Warren ship will reduce freight costs, stimulating sales of propane, Monrovia, Calif. 

: , ssors . DRESSER Mfg. Division 
calling for more Clark refiner) compressors to make more propane, more wreahaid Pe. 
Pacific pumps along the pipe line, more Pacific pumps aboard ship for DRESSER Mfg, Company, Limited 

. s . ° ’ ° ° to, Ont., Canada 
loading and more of Stacey-Dresser Engineering’s vast Liquid Petroleum pire 2h50 
must be ain ) i se = q INTERNATIONAL Derrick & Equipment Co., 
' Gas Plants for storage at the cities. With more gas, come more Bryant Columbus, Marietta & Deleware, Ohio; 
ment and : : i Beaumont, Texas; Torrance, Calif. 
sae en furnaces and consequent demand for still more propane. And on we go. KOBE, inc. 
cous a Sales at either end build sales throughout such a well-integrated group of Huntiogton Fark, Calif. 

; ‘ : ; : s PACIFIC Pumps, inc. 
ere. companies as Dresser Industries. This same way, prosperity or depression, Huntington Park, Calif. 
ting th in any part of our economically linked-up world, spreads itself throughout. PAYNE Furnace Co. 
urries Mr } ‘ = Beverly. Hills, Calif. 


ield. It ROOTS-CONNERSVILLE Blower Corp. 
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can antl 5 0. Inc. 
an a SECURITY Enginearing Co. | 
an has a THE ONLY COMPANY DOING AN OVER-ALL JOB= suACHY RCE orn 
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hi as a Cleveland, Ohio 
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; from well to refinery for the Oil Industry— ‘ BQ me Ss S$ E: RR 
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—Standard Oil of Calif. 
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Mr. Harriman plans agreements... 


commodities” go only to “countries where 
the need is most urgent.” 

The Republicans quickly fell in with his 
plea that export controls continue. 

Free trader? Actually, however, Mr. 
Harriman is opposed to all barriers to a 
broad international trade. The present 
controls he sees as a temporary expedient. 
He follows the view of former Secretary of 
State Cordell Hull that the greater the 
volume of commerce between nations, the 
better. He backs the Hull reciprocal tariff 
program. 

When world conditions are more stabi- 
lized, he thinks, this country will need a 
high volume of imports. To sustain “full 
employment” here, he says, many mate- 
rials must be imported, and markets for 
American products must be developed. He 
would like to see almost even volume of 
imports and exports. 

These are ideas he long has held. But 
he is even more emphatic about them after 
close observation of wartime and postwar 
conditions the world around. 

Wartime diplomat. In 1941, President 
Roosevelt sent Mr. Harriman to London 
to expedite Lend-Lease shipments, which 
were just beginning. He kept Mr. Roose- 
velt informed of British needs and gave 
the British realistic estimates of America’s 
slowly increasing production. His activities 
widened. He soon was shuttling back and 
forth to the Near East and Russia. Long 
before Pearl Harbor, he was advocating 
heavy Lend-Lease aid to Russia. 

For nearly three years, beginning in 
October, 1943, Mr. Harriman was U.S. 
Ambassador to Moscow. He received a 
warm welcome. There were consultations 
with Premier Stalin at least oncé a month, 
which was unusual, and he worked easily 
with Foreign Minister Molotov. Contrary 
to many opinions, he acquired no admira- 
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tion for the Soviet system—he has a 
capitalist’s firm belief in free enterprise. 
But he did get the idea that it was possible 
to work with the men of Russia, possible 
for Communist Russia and _ capitalist 
America to exist peacefully side by side. 

But, with peace, the Russians changed 
from men eager for American-made war 
materials to officials eager to spread their 
own power, their ideas and their territorial 
domination. Mr. Harriman saw all this 
from close range. In addition to his post 





TEXTILES 


—So. Calif. Edison 
ELECTRICAL MACHINERY 
... as in NRA to steer scarce goods... 





at Moscow, he also attended all the big 
international conferences, and watched the 
development of Russian obstructionism. 

Very early, he was urging a firmer policy 
on the then Secretary of State James F. 
Byrnes. Gradually, his view has been ac- 
cepted, and now has evolved into the 
Marshall Plan for building up a strong 
anti-Communist Europe. When that is 
done, when the bounds of Russian expan- 
sion have been defined firmly, he believes 
Russian officials will be ready to make 
the sort of agreements he always has held 
to be possible. 


Secretary of Commerce. From Rus. 
sia, after a brief interim, Mr. Harriman 
went to London as Ambassador. At the 
end of a year he was called to his present 
Cabinet post to succeed Henry A. Wallace, 
who had just been forced out because of 
his opposition to American foreign policy, 

As Secretary, Mr. Harriman has made 
few changes. Most of the ambitious ideas 
of his predecessor, Mr. Wallace, already 
had been killed by Congress’s refusal to 
appropriate money for them. Mr. Harr. 
man’s principal contribution seems to haye 
been an improvement in the Department's 
reporting services for businessmen and the 
expansion of these services into areas of 
the world that had been closed by war. 

But -he has been in the thick of all 
planning, both foreign and domestic. Be. 
cause of his knowledge of the Russians, he 
is frequently consulted. He headed the 
Harriman Committee that made an ex. 
haustive report on European needs and 
America’s capacity to fill them. 

He continues, also, to fulfill a function 
he assumed in New Deal days—he soothes 
his business friends as to Administration 
aims and ideas, and presses the business 
viewpoint as to taxes, restrictions and 
other things on the presidential circle. As 
one of a large group of officials drawn from 
the New York financial community, includ- 
ing Secretary of Defense James V. Forrestal 
and the Under Secretary of State, Robert 
A. Lovett, he is perhaps more influential 
than ever in showing a conservative view- 
point at the White House. 

Political ambitions have been attributed 
to Mr. Harriman, but his political pros. 
pects obviously are dim at best. They 
remain tied first of all to those of President 
Truman. But, so long as the latter remains 
in the White House, Mr. Harriman’s great 
influence is expected to continue. 





—U. S. Steel 
STEEL 
. . . into the most useful industrial fields 
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Look at Levelcoat... 
for brightness 


samp: as Arctic starlight is the 
clear brilliance of Levelcoat* print- 
ing ne. For the brightness of 
Levelcoat is more than surface deep; 
it begins with a skillful blend of 
“brightness” fibers in the very pulp 
itself. And with a lustrous coating 
of specially selected clays, Levelcoat 
emerges in fullest beauty. 


Look at Levelcoat... 
for smoothness 


Here’s a printing surface that’s as 
smooth as upland snow! That's be- 
cause it’s so uniformly coated by 
Kimberly-Clark’s precision-con- 
trolled method . .. using clays that 
might pass as face powder, they’re 
so soft, so clean, so flour-fine. Let 
the soft glow of Levelcoat i i 
spotlight your printed message! 


oon £5 


* 


m4 i y, Dh FesES2F a 
00, at f YEE COCEAL 
AT LEV ~~ \ PRINTING PAPERS 
‘see 
* + pADEMARK \S = 


TT. M. REG. U.S. PAT. OFF. 


Look at Levelcoat... 
for printability 


Advertisers like Levelcoat for its 
printing — which make color 
sing or black type snap with con- 
trast. Printers like its character— 
and the uniformity which gives 
trouble-free performance ream after 
ream, run ot run. Try this beau- 
tiful paper yourself—and give your 
printing the Levelcoat lift. 


Levelcoat* printing papers are 
made in the following grades: 
Trufectt, Kimfectt, Multifectt 
and Rotofectt. 


cal KIMBERLY-CLARK CORPORATION, NEENAH, WISCONSIN 








In the new Remington Rand electric adding machine, 
cushioned power gives welcome relief from harsh 
office clatter. You'll turn out more work with 

new ease on this quieter, faster model—with 

its longer, streamlined motor bars and famous 
10-key touch-centrol keyboard. All feature keys are 
electrified—you add, subtract, multiply directly — 

as fast as your fingers will move. For full details, 
call your local Remington Rand representative or 


write Dept. US-1, 315 Fourth Avenue, New York 10. 








Cushioned Power: Built-in steel cushions 
reduce noise and vibration—lessen strain 
on moving parts— insure smoother operation 


and longer life. 


Streamlined Action: Longer, feather-touch 
motor bars and compact 10-key keyboard 
eliminate finger groping, speed every opera- 


tion. Completely electrified. 








the new 


electric adding machine 
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Union political power will be 
split by Wallace candidacy. 

Top labor leaders will oppose 
Mr. Wallace, support the regular- 
oarty candidates. Left wing will 
work for Mr. Wallace. 

Labor drive to upset Congress 
isto be affected, too. 

Communists seek to woo John 
|. Lewis, but won’t get far. It is 
the ClO that faces a big internal 
split over politics. 


A third party is to confuse the issue 
for organized labor in 1948, is to affect 
wion plans to concentrate on trying 
todefeat those who voted for the Taft- 
Hartley Act. 

Labor's vote is to be split more than 
eer with a third party in the field. Top 
kaders of labor will stay away from the 
Wallace party. Left-wing leaders, however, 
and many local unions that veer to the 
far left are counted upon to give their sup- 
port to Henry Wallace. There will be some 
division of interest. 

Congressmen who supported the Taft- 
Hartley Act probably will be beneficiaries 
of this division. Internal fighting among 
and within unions will tend to divert atten- 
tion from the campaign to defeat those 
who voted to override Taft-Hartley veto. 

Communists, who have been the most 
ralous block workers in getting out the 
vote, now will be plugging for Mr. Wallace 
and will not be so available to do leg work 
for the candidates supported by top CIO 
leaders. 

ClO itself will be split. Phil Murray, 
(10 president, is opposed to Mr. Wallace 
aid favors re-election of President Tru- 
nan. Most big unions will follow this line. 
left-wing unions, however, will enter into 
open conflict with Mr. Murray. A few CIO 
ions on the far left might pull out of 
(10 if the internal conflict grows more 
intense. Right-wing locals in some cases 
vill probably shift from left-wing unions 
ito other CIO affiliates. 

Jurisdictional troubles for employers can 
inerease as a result of the political issues 
tow to be raised. Anti-Communist locals 
inside CIO are likely to try to capture 
lants now held by left-wing unions. 

CIO’s plans for Novemker appear likely 
'o suffer. Left-wing groups will divert 
their money and effort to the Wallace cam- 
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labor Week 


WALLACE WEDGE IN LABOR RANKS 


Intensified Internal Troubles of ClO Unions 


paign. Jack Kroll, head of CIO’s Political 
Action Committee, is likely to have trouble 
getting the effective precinct organization 
that he planned. 

Other labor groups will not have as 
much trouble over the third-party issue as 
CIO. However, a few leaders of AFL local 
unions are expected to join the Wallace 
movement, causing some internal feuding. 
A number of AFL leaders are likely to 


CIO’s troubles because of the Wallace 
move are likely to grow worse as the 
campaign gets hotter. The clash between 
leftists and right-wingers is expected to 
reach a new climax during the year. 

The Communist line will many 
CIO leaders to decide whether to make an 
open break with Mr. Murray on the third- 
party issue or to pull away from the 
This issue is so important 


force 


Communists. 





MR. WALLACE & POLITICAL ACTION STUDENTS 


... getting an effective precinct organization won't be simple 


support President Truman, although some 
may be found in the Republican camp. 

John L. Lewis is expected to stay out 
of the Wallace camp despite their mutual 
opposition to President Truman. The 
Communist press recently has been prais- 
ing Mr. Lewis for his stand against the 
Taft-Hartley Act and hinting at a possible 
united front with Mr. Lewis’s Mine 
Workers. But Mr. Lewis is closer to the 
Republican Party than to Mr. Wallace. 

Mr. Lewis’s name was thrown into the 
discussion by a group in California’s third- 
party movement. This group declared 
that it would prefer to run Mr. Lewis for 
President, rather than Mr. Wallace. How- 
ever, this proposal is likely to get little 
support elsewhere. 

That is the way the situation is develop- 
ing in general. In more detail, this is what 
can be expected: 


to the Communist leaders that they 
want open support for the new party at 
any cost. 

Mr. Murray’s line is expected to be just 
as definitely opposed to the third party. 
And CIO officials all down through the 
national and local unions will be forced 
to choose between these two lines. If they 
are working directly for the national CIO 
staff, any who choose to support Mr. 
Wallace probably will be fired. 

Reprisals, however, may be more diffi- 
cult among elected officers of CIO’s affili- 
ated unions. Some left-wingers, like the 
Fur Workers’ Ben Gold, immediately en- 
dorsed Mr. Wallace. Michael J. Quill, 
president of the Transport Workers, was a 
little more cautious. He advised his mem- 
bers to listen to Mr. Wallace’s speech, but 
a spokesman for the union said this did 
not in any sense constitute an official en- 
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TRANSPORT WORKERS’ QUILL 


. . cautious approach 
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CIO-PAC’S KROLL 
.. . troubled plans 
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ELECTRICAL WORKERS’ EMSPAK 
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. . . tough decision 


dorsement. Most other leaders of national 
CIO unions remained silent. 

Internal quarrels in a number of left- 
wing CIO unions, on the other hand, make 
it harder for officials to endorse Mr. Wal- 
lace. The big Electrical Workers, for ex- 
ample, already is split because officials 
failed to file anti-Communist affidavits un- 
der the Taft-Hartley Act. Here Julius 
Emspak, secretary-treasurer and a promi- 
nent left-winger, had a tough decision to 
make. If he and other officers put the 
union officially into the third-party col- 
umn, some right-wing locals probably 
would transfer to another union. 

Anti-Communists in CIO will try to keep 
their members away from the Wallace 
camp. Walter Reuther, Auto Workers’ 
president, for example, attacked Mr. Wal- 
lace as having fallen into the hands of the 
Communists’ “political valet service.” 

Sabotage of CIO political efforts, how- 
ever, can be expected from left-wingers 
who are unable to place their unions defi- 
nitely in the Wallace column. Mr. Reuther 
is likely to find that Communist sympa- 
thizers inside his union are sniping at his 
program for the November election. 

Funds for CIO-PAC, thus, may be cur- 
tailed. Some workers will be contributing 
to the third party rather than to CIO’s 
Political Action Committee. Where left- 
wingers control a local or national union, 
they can discourage contributions to PAC. 

Volunteer workers also may be harder 
to get. Communists and sympathizers in 
past campaigns worked long hours for 
PAC. Also, some top staff members of 
PAC have left and now are in the Wal- 
lace camp. 

To offset this loss of Communist aid, 
CIO officials hope to recruit more help 
from anti-Communists in their unions. 
These officials hope that removal of the 
Communists from PAC will encourage 
other members to work harder. 

Employers are likely to feel the effects 
of these various CIO internal moves asso- 
ciated with the third-party campaign. 
This is especially true where the contract 
for a plant is held by a left-wing union. 

Where strongly entrenched in a fac- 
tory, a leftist umion may devote more 
energy to the third-party campaign than 
to wage negotiations this year. Thus, it 
may take a compromise wage offer rather 
than spend effort and money on a strike. 

Weaker unions, where _al- 
ready split on the Communist question. 
are likely to be raided by competing labor 
groups. If the rank and file objects to 
third-party activity of the leadership, the 
workers may vote to affiliate with another 
national union. They also may take ad- 
vantage of the Taft-Hartley provision for 
expulsion of a union from a shop by Labor 
Board election. 

Strikes can be expected in plants where 
the employer refuses to renew his contract 
until the union proves its majority status 


however, 


through a Labor Board poll. Left-win; 
unions, cut off from Labor Board election; 
because they fail to qualify under th 
Taft-Hartley provisions, will turn to strik; 
action. 

Raiding by right-wing unions again 
plants held by left-wingers already is y 
der way, and it is expected to grow. T| 
Auto Workers are accused of trying { 
capture a local of the CIO Mine. \j 
and Smelter Workers. The Auto unio 
also is conducting a drive to organi 
agricultural-implement workers 
complaints of the left-wing Farm Equi. 
ment Workers. CIO Steelworkers are » 
ported moving in on the Electrig 
Workers. 

Thus, the third party may cause « 
much turmoil on the labor-relations fron 
as on the political front. The future povwe 
of many left-wing unions and their leaden 
will be decided before the year is over. 
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—Harris & Ewing 
MINERS’ LEWIS 
... the G.O.P.’‘s camp is closer 


STEP-UP IN PLANS 
FOR NEW PAY RISES 


Unions are getting steam up for thei 
drive for a new round of pay raises in bas 
industries. This is the way the drive » 
shaping up: 

Size of demands on employers is 4 
to be fixed in union conferences schedul 
for this month in several industries. De 
mands may run as high as 30 cents a 
hour in some cases. 

Settlement price that 
will be willing to take, after negotiations 
is expected to range from 10 to 15 cent 
an hour. Negotiations in most cases W! 
not get under way seriously until March 
April. 

Cost-of-living figures will be cited # 


e 


‘ ° 7° " 
the basis for most increases. Unions for tht 
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most part will be content to regain the loss 
in purchasing power suffered by their 
members through higher prices since the 
last pay raises early in 1947. 

Short-term clauses on wages are being 
ibandoned by some unions in favor of 
contracts that freeze wage rates for a 
year or more. CIO Textile Workers, in a 
recent New England contract, fixed scales 
until Jan. 1, 1949. They dropped their 
customary clause for reopening wages 
every six months in return for a 10 per 
cent raise. 

A new formula for stabilizing wage 
cales is contained in an agreement just 
signed by AFL building unions and New 
York City contractors. Rates for some jobs 
we raised an average of 5 per cent. These 
new rates will remain fixed until at least 
{pril, 1949. At that time, there will be no 
further wage increase unless the -cost-of- 
living index has risen more than 15 per 
ent above its present level. The unions 
will absorb the first 15 per cent rise in the 
index. 

If the index goes higher than 15 per 
ent, however, pay raises equal to half 
of the index increase in excess of 15 per 
cent will be granted. Thus, if the index 
by April, 1949, is 25 per cent higher than 
now, wage scales will go up 5 per cent. 
This formula is designed to help firms plan 
their construction operations for a consid- 
aable period. Unions in other industries, 
however, are not likely to copy this for- 
mula. 

Industry by industry, this is the cur- 
rent wage picture: 

Electrical equipment. The CIO Elec- 
tical Workers scheduled a union policy 
conference for January 5 and 6 to draft a 
Wage program covering 300,000 workers 
in several major electrical manufacturing 
firms. 

Autos. Factionalism is entering the 
vage situation in the CIO’s Auto Work- 
ts. Local unions hostile to UAW’s Presi- 
lent Walter Reuther are voting demands 
w 25-cent increases, apparently in an 
fort to embarrass Mr. Reuther  politi- 
ally. Mr. Reuther, however, already is on 
ecord in favor of an increase. His execu- 
live board is to meet January 15 to draft 
i program. 

Steel. The CIO’s Steelworkers may 
ave to wait this time until some other 
nion has fixed a national wage pattern 
lor the third round. Steel agreements per- 
mit wage talks in. April, but not strikes. 
{ program of hospital and health insur- 
nce may be part of this year’s steel 
ettlement. 

Railroads. Unions of nonoperating em- 
ploves of the railroads are starting to draft 
wage demands for 1948 before all of the 
operating unions have completed their 
147 negotiations. One proposal for 1948 
may be a 40-hour work week at the same 
ay as 48 hours. Raises of 151% cents an 
tour were won in recent months by the 
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nonoperating unions and two operating 
groups. The raises were partly responsible 
for freight-rate increases of 20 per cent 
just granted by the Interstate Commerce 
Commission. The rate increase replaces 
a temporary 10 per cent increase approved 
earlier. 

Telephones. New pay demands for the 
telephone industry are to be drafted soon 
by the independent Communications 
Workers of America and by the rival CIO 
union of telephone workers. 

Meat packing. The CIO’s Packing- 
house Workers is due to formulate its wage 
demands in the near future. It has notified 
big meat-packing firms that it wants to 
reopen its wage agreements. AFL Meat 
Cutters also are moving to reopen con- 
tracts. 

Air lines. Pay increases ranging from 5 
to 10 per cent have just been granted 
to the AFL Air Line Pilots Association by 


rently being led by AFL’s International 
Typographical Union, soon is to be joined 
by other labor groups. Chances of remov- 
ing the Taft-Hartley Act’s ban on the 
closed shop, however, still appear remote. 

The outlook for further trouble over 
the closed-shop issue is as follows: 

The printing industry, already engaged 
in a major test of strength on thie issue, 
appears to be due for more strikes. ITU 
officials contend that their union will be 
“torn apart” if it surrenders the closed- 
shop requirement that employers hire only 
ITU members. The ITU’s first big test on 
the issue started November 24, when it 
struck against Chicago newspapers. 

Building-construction firms seem to be 
slated for another major test when con- 
tracts expire, chiefly next spring. Manage- 
ment as well as union leaders in this 
industry are worried about the question. 
Big contracting firms use the AFL build- 
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. . into the wage situation 


Trans World 
until March 3 
vided in an agreement 
American Airways, Inc. 

In contrast to these wage increases and 
proposals, one CIO union has dropped its 


Airline. The contract runs 
1949. Raises also are pro- 


signed by Pan 


pay demands, temporarily at least. The 
United Shoe Workers offered to extend 
its old contract without a pay increase, 
provided wages could be reopened before 
July 1. A demand for a 15-cent raise was 
abandoned, a union official said, because 
some firms were hard hit financially in re- 
cent months. 


DEVELOPING FIGHT 
OVER CLOSED SHOP 


The union fight to save the closed shop 
is only getting started. This fight, cur- 


some embarrassing demands 


ing trades’ offices to recruit skilled workers 
when they undertake new 
jobs. Workers are hired, usually, just for 
the one job. They move to another firm 
that project is completed. The 
unions thus provide a pool of skilled labor 
in each community in exchange for the 


construction 


when 


closed shop. 

Radio chains also are to be involved in 
the closed-shop dispute. This will be one 
of several issues at stake when the AFL 
Musicians’ contracts expire February 1 
It also is involved in the current strike 
against the phonograph-record industry. 

Shipping lines are due for a showdown 
on the same issue, next June. CIO Mari- 
time Union contracts, including a hiring- 
hall provision, will be up for renewal then. 
The CIO wants to retain the hiring-hall 
clause, requiring that employers hire all 
seamen through the union. Shipping lines 
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Jim and Tom were friends and next-door neighbors. Their 
wives exchanged family ‘‘news” while their kids went off 
to school together. They worked at the same plant, though 
at different locations. . . . This particular morning neither 
Jim nor Tom suspected that, an hour later, Jim would be 
rushed to the hospital with a mangled right arm that 


had to be amputated. ... 


ERIOUS accidents — some of 

them fatal—occur in industrial 
plants or on large construction proj- 
ects every day. With today’s high 
production and construction activi- 
ties, a carefully planned program 
of accident prevention such as our 
experienced Safety Engineers have 
developed for many companies, is 
increasingly important. 





As insurers, it is our job to 
provide this vital service of sav- 
ing lives and limbs, thereby im- 
proving employee morale, con- 
serving man-hours, and helping 
to reduce insurance costs. 

This is only one of the modern 
insurance services available to 
your organization through our 
agents or your broker. 


AMERICAN SURETY COMPANY 
NEW YORK CASUALTY COMPANY 
Affiliate: SURETY FIRE INSURANCE COMPANY | 


“Dependable as America” 
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object to this clause. The AFL Seafarer 
Union on the West Coast negotiated , 
substitute provision that seemed to ge 
around the Taft-Hartley Act’s closed-sho 
provision. However, CIO officials say thi 
is not satisfactory to the CIO Maritin, 
Union. 

These disputes over the closed sho 
and others, are prompting some member 
of Congress to talk about amending th 
Taft-Hartley Act to permit the close 
shop under certain conditions. 

Changes in the law, however, «lo ny 
appear likely during 1948. Proposals fy 
any amendments to the Taft-Hartley Aq 
this year are expected to run into stif 
opposition in Congress. Changes on tle 
closed-shop issue probably will find mor 
opponents than many other 
amendments. The ban on the closed shop 
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BUILDING WORKERS 
. . @ spring test? 


was one of the most popular sections of th 
law when it was being drafted last year 

The union shop is being accepted }y 
many unions as a substitute for the mor 
drastic closed shop. The Taft-Hartley Ac 
permits the union-shop clause, if a mé# 
jority of the workers in a plant appro 
of it in a Labor Board election. The unio 
shop clause allows nonunion workers 
be employed by a firm, but they mu‘ 
join the union after being on the }! 
a month. 

Elections on the question of a und 
shop promise to keep the National Labe 
Relations Board busy. Requests for su 
polls are increasing. There were 600 tf 
quests during November. In 112 election 
held during the month, the union sh# 
was approved by the majority of work 
in each case. This is partly due to ? 
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union efforts to confine their petitions! 
plants where they are sure of a victon 
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Underpinning of the present boom still shows surprising strength. Nothing 
| shoy on the surface suggests any serious trouble in the months immediately ahead. 
ember Inventories are high and rising, but they are not at all out of line with 





“ae sales. There is no sign yet that inventories are becoming excessive. 

— Exports are down from their peak, but there is no threat of collapse in the 

domq export market. Far from it. Foreign aid assures continued large exports. 

sails for Business investment in plant and equipment is slackening a bit, but this 

ley Ad slack is being taken up by an increase in the volume of housing construction. 

to sti Speculation is not very great. There is sizable commodity speculation, 

a some real estate speculation, but no land booms. Stock markets are sluggish. 

valid In all past booms, one or more of these factors got far out of line. In 

shop 1920, there was inventory speculation and an export boom and collapse. In 1929, 

stock speculation ran wild. In 1937, there was inventory speculation again. 

None of these supports to the boom appears to be at the danger point at this time. 
This does not mean that the country isn't headed for an adjustment. All 

booms lead to corrections, and there is no reason to believe this boom differs 

in that respect. Weaknesses in booms always are hard to detect beforehand. 











Signs of strength for the coming six months are abundant. 

Auto industry plans to produce about 5,000,000 passenger cars this year and 
still fail to meet demand. At least 6,000,000 new cars could be sold. 

Steel industry expects to operate at capacity for another 12 months. 

Home construction in 1948 promises to break all previous records. 

Cotton mills are booked to capacity with orders over the next six months. 

Rayon orders also have booked mills to capacity for several months. 

There is no hint of a setback in these kinds of production schedules. 

















Some developments, however, might be the first glimmer of danger signals. 
‘ Luxury trade is falling off. Night clubs are in a slump. Movies are not 
*» getting as much business. Liquor sales are dropping. Beauty-parlor trade lags. 
Volume of goods being sold at retail seems to be dropping. That is a sign 
c Star that consumers are being pinched by high prices and high living costs. 

Consumer goods also are coming into greater Supply in more and more lines. 
That's true, in particular, of radios, shoes and women's clothing. 














he Credit policy probably will determine how long the boom is to run on. 


call Money is becoming harder to borrow, and this tightening of credit comes at 
cue a time when industry's cash resources are dropping, when more funds are needed 
ley Ad to carry inventories, to provide working capital, to finance improvements. 

a me Interest rates are in a rising trend, and banks are stiffening loan terms. 
pes Corporate bond issues, in the future, will have to carry a higher rate of 
me interest, now that Federal Reserve support for Government bonds is down to par. 
> mus Stock issues are difficult to float in the present investment markets. 

he ji Mortgage loans may be less easy after March, when the veterans' home-loan 
program comes up for review. Government guarantees may not be so lenient. 

a This trend toward tighter credit could mean that the construction boom will 
i ease off, that business will postpone expansion programs, and that cities and 

00 Te States will be less eager to launch public improvement projects. 

ection A_ slowdown in capital investment would weaken a major prop in the boom. 
ny sho Credit developments in the United States have their counterparts abroad. 


hee Steps are being taken in France, Italy and elsewhere to get inflation under con- 


ions 
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TREND OF AMERICAN BUSINESS-- (Continued) 


trol. This year may be the year that slows inflation throughout the world. 


An end to the boom, however, is not likely to bring a prolonged setback. 

A major depression--the 1932 variety--appears to be a long way off. Any 
appraisal of long-term U.S. needs points to a period of great expansion. 

Steel companies are very likely to add to present plans for new capacity. 

Oil industry is running into shortages despite a record output. 

Power industry has a hard time keeping pace with demand for electricity. 

Railroads need to undertake an extensive improvement program. 

Demand for housing is not expected to be met for 10 years or more. 

It's true that steel, oil, power, transportation and housing shortages stem 
from full employment, that demand would drop if employment declined. But cur- 
rent shortages disclose basic needs. They suggest more capacity is needed if 
the U.S. expects to have full employment without getting inflation, too. 

















Public improvements also are needed in vast amounts. The country wants 
schools, highways, airports, hospitals, water systems, sewage systems. 

A public-works program of $75,000,090,000 is estimated as necessary to fill 
present needs of States and cities. If undertaken, that would mean two and a 
half times the present rate of public construction for 15 years. 

State and city projects already on the books call for $19,900,000,000. 

Estimates like these, added to programs for private expansion, indicate 
that this country should be able to sidestep a major depression for many years. 











To turn to more immediate problems, to trends in the coming 90 days: 
Industry agreements are to be sought by Government in an attempt to solve 
present material shortages on a voluntary basis. Antitrust laws will be waived. 
Steel allocations are the major target. Steel companies will be asked to 
see that their output goes to producers of the most essential goods. Somewhere 
around 10 per cent of total steel production might be set aside for freight-car 
builders, producers of nails, pipe-line equipment,farm and mining machinery. 
Steel inventories at not more than 30 to 45 days’ supply will be asked. 
Other industries also will be summoned to Washington to see if programs 
can't be worked out. Clothing manufacturers will be asked to produce more low- 
cost items; farm-machinery plants will be asked to concentrate on needed models. 
Oil industry is expected to agree on some plan for voluntary rationing. 
Industry advisory committees are to get as much attention in the period 
ahead as they got during the war in WPB, or during the depression under NRA. 
It remains to be seen whether voluntary agreements can be made to operate. 
The Administration is going to give the program a thoroughgoing test, however. 




















Meat rationing is getting an increasing amount of Support in Congress. 

A meat shortage is almost a certainty for next spring, and Congressmen are 
beginning to fear the consequences. Some form of rationing may be forced. 

What stumps Congressmen, however, is the problem of administration. No one 
wants a return of OPA, and no one yet has any definite plan to put forth. 

Distribution controls over other things besides meat also may be forced. 
Congress did not close the door to controls when it turned down Mr. Truman's 
anti-inflation program. If voluntary action doesn't work, the President was in- 
vited to return to Congress and ask for the specific controls he may need, 














Tax reduction is to be the first business in this session of Congress. 

Tax cuts for individuals are certain to be voted. Prospects are that a 
veto can be overridden. Most Democrats in Congress favor tax cuts this year. 

Tax issue in Congress is not over a tax reduction, but over the extent of 
the cut to be made. House probably will go along with a cut of $5,600,000,000, 
but that probably is too much for the Senate. Cut may be around $4,000,000,000. 

Outlook for lower income taxes this year definitely is more favorable. 
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A new set of rules now can be used by 
retailers in figuring their income taxes. 
Under these new rules, those engaged in 
retailing can change their method of deal- 
ing with inventories. 

Retailers in the past have not been given 
the privilege, open to other lines of busi- 
ness, to figure their income on a “last-in, 
first-out” basis. Instead, most retail busi- 
ness has had to treat as taxable profit the 
unrealized income shown by an increase 
in the value of inventory which, in turn, 
reflected higher costs of inventory. 

In a period of rapidly rising prices, the 
retail business showed unusual profits in 
1946. It paid taxes on inflated earnings, 
part of which were inventory profits. In 
1947, the U.S. Tax Court overruled the in- 
ventory policy of the Treasury, and, in ef- 
fect, directed it to permit retailers to 
use the last-in, first-out inventory method. 

What a retailer now can do is this: He 
can figure his own cost of goods at the 
price he paid for the last goods he bought. 
This involves the priciple that the last 
items bought by the retailer are the first 
to be sold. The advantage is that, in 
times of rising prices, the last-bought, and 
uually higher-cost, goods are sold first. 
This has the effect of lowering the margin 
of profit shown, and thus amount of tax. 


Can the change in inventory policy 

be applied to 1947 income? 
Yes. Here is the situation: The Treasury’s 
Bureau of Internal Revenue now has 
agreed to reverse its policy against use by 
retailers of the last-in, first-out method of 
valuing inventories. Accordingly, BIR has 
amounced proposed changes in its regula- 
tions, giving retailers and others 30 days to 
express opinions on the changes—that is, 
wtil January 22. Shortly after that, the 
Bureau plans to issue formal changes in 
inventory regulations. 


What must a retailer do before he 
uses the new method? 

He must apply to the Treasury. Approval 

wually will be more or less routine if 

his accounting methods are satisfactory. 


How does a retailer get this approval? 
He sends his application for use of this 
aventory method to the Internal Revenue 
wllector in his district. In fact, he can 
make his 1947 return on the basis of this 
ventory valuation, and send his appli- 
ation along with his regular income tax 
turn for the year. 


Can any retailer take advantage of 
the change? 
Yes, so long as his accounting methods are 





proved by BIR. Retailers merely are 
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Weve Been Asked: 
ABOUT NEW TAX SETUP FOR RETAILERS 


given a choice of changing to the last-in, 
first-out method (which is widely known 
under the name of LIFO). But no one is 
required to use this. 


Will many make the change? 

The Treasury expects that many retailers, 
particularly smaller ones, will continue to 
use their present methods, for the time 
being at least. But, if prices later fall 
sharply and then start to rise again, a 
number of stores would be likely to make 
the change. 


Is there a chance for tax saving? 
There can be tax saving in periods of ris- 
ing prices. But that is not the only thing. 
Some stores prefer the bookkeeping meth- 
ods used in this type of inventory valua- 
tion. 


How does a tax saving result? 

The saving results, during rising prices, 
because the price that a retailer shows he 
paid for goods being sold is higher than 
under the first-in, first-out inventory 
method. This increases the operating costs 
shown on his books, thus reducing the net 
earnings on his books. This means a lower 
tax. 


Suppose prices fall? 

This inventory method, so far as taxes are 
concerned, would work in reverse in a 
period when there was a general drop in 
price levels. That situation could bring a 
tax disadvantage. For a dealer would, in 
effect, be selling his lower-cost goods first, 
and holding his higher-cost stocks that 
were bought before the price decline. 


Is the method widely used in other 
industries? 

Yes. Last-in, first-out is widely used in 
manufacturing and processing industries. 
In addition, about 75 large retail stores 
have been using this method in recent 
years, without approval of BIR. It was 
one of these stores that brought suit in the 
Tax Court, and upset the Treasury’s oppo- 
sition to use of the method by retailers. 
BIR’s change in regulations has the ef- 
fect of validating use of the LIFO inven- 
tory method by all of these stores that 
already have been using it. 


How does last-in, first-out work in 
practice? 
Various steps are involved in figuring the 
value of different parts of a retailer’s in- 
ventory. The inventory records are kept in 
dollar totals, instead of in numbers or 
quantities of items. These dollar totals 
usually are for an entire department, such 
as men’s clothing or drugs and toilet ar- 


ticles. Records also must show total 
amounts on hand, in terms of dollar values, 
at the beginning and end of the year, and 
markups or markdowns by a retailer dur- 
ing the year. 


How are price changes taken into 
account? 

Here is an important point in use of this 
method by retailers. The Government is 
going to issue a new series of indexes of 
retail prices on a country-wide basis. These 
indexes will be designed to show the per- 
centage of retail price changes, repre- 
sentative of groups of goods in a typical 
store. They can be used by retailers to 
show price changes during a particular 
year in valuing their inventories on a 
last-in, first-out basis. 


Who will issue the price indexes? 
The Bureau of Labor Statistics. This 
agency will make surveys of various stores, 
and base the indexes on its findings. The 
indexes will be released semiannually, in 
January and July, the months in which 
most stores take their inventories. First 
reports cover price changes in the period 
from 1940 to the present. These figures 
can be used in adjusting the cost of a re- 
tailer’s carried-over inventory to the start 
of any year. 


Can a retailer make his own index 
of price changes? 

Yes. That is permitted if he assures the 
Bureau of Internal Revenue that he is 
using sound statistical methods and that 
his indexes are reliable. But the Bureau 
will want to know all about the method 
he is using. 


Can a retailer use this method only 
for tax purposes? 

No. BIR says that he must use the LIFO 
method consistently as an accounting prac- 
tice if he is to use it for income tax pur- 
poses. That is, it also should be the inven- 
tory basis for his credit reports, reports 
to banks, and reports to stockholders, if 
any. Otherwise, the Bureau will contest 
this inventory method being used by a 
retailer. 


A new retail-tax setup thus is available 
to dealers. Many of the largest department 
stores prefer this method of inventory ac- 
counting, particularly during periods of 
rising prices to avoid overstatement of 
profits. Other retailets later may want to 
adopt LIFO. But an individual dealer will 
have to study his present inventory-ac- 
counting method to decide whether that, 
or the new setup, is more suitable for his 
business. 
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Special Report 


Taxpaying businesses, in 
growing numbers, are being 
bought up by colleges, going off 
the income tax rolls. 

This already is costing U.S. 
Treasury millions in revenue. Loss 
may eventually run much higher. 

Tax authorities are worried, 
want to clamp down. Congress’s 
»xroblem is where to draw the 
line. Any correction probably will 
be mild, will not stop the trend 
toward tax-free business. 


A device by which colleges and 
corporations are combining to save 
millions of dollars a vear in federal 
taxes is coming under fire in Congress. 

This tax-saving device, which takes ad- 
vantage of the exempt status of educa- 
tional institutions, is catching on around 
the country at a rate that is causing alarm 
among federal tax authorities. The cost 


in federal revenue eventually could run 
into the hundreds of millions. 
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Treasury’s Loss 


What is happening is that business 
firms in growing numbers are selling out 
to colleges and universities. In some cases, 
colleges actually are operating the busi- 
nesses they buy, and pocketing the tax- 
free profits. In other cases, colleges are 
buying only the plant or the buildings in 
which the business operates, and then 
leasing the property back to the former 
owners. The rental is tax free to the col- 
lege, and is deductible from the business’s 
taxable income because it is an expense of 
doing business. This deduction normally 
is greater than deductions the business 
has been taking for such expenses as 
maintenance, depreciation and real estate 
taxes. 

Dozens of big deals of this kind, involv- 
ing factories, stores, office buildings and 
other business enterprises, have been re- 
ported in recent months. A large Eastern 
university, through nonprofit alumni cor- 
porations, has taken over three large busi- 
ness concerns in the last year. The small- 
est of these concerns was valued at 
$3,000,000 and the biggest at $35,000,000 

How the device works, in more de- 
tail, is seen in the following typical deal: 

A university is approached by a busi- 
nessman, who offers his business for sale, 
in whole or in part The university may 


SCHOOL & SPAGHETTI 
New York University’s Law School will be richer by an estimated $600,000 a year 
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as Private Owners Se 


not be able to go into such a deal in jy 
own name, and the proposition is referra) 
to a group of alumni or friends. 

This group sets up a nonprofit corpom 
tion to buy the business for the university 
To finance the purchase, it often is abk 
to draw on the university’s endowme 
fund. This may be supplemented by a 
issue of university bonds or by a loa 
from a bank. It usually is agreed in aj 
vance that repayment of any _borrowe 
money is to get first call on the profits 
the business. 

If the business is bought outright, iti 
operated by the alumni  corporatio 
Profits are earmarked for the university 
The alumni corporation has no tax to pay 
because it makes no profit for itself. Th 
university pays no tax, because it is e 
empt by law. The business, thus, goes of 
the tax rolls. As for the former owner, lk 
often is rehired to run the business. An 
in the deal he has acquired some cas, 


z fi tax purpos 
which he can invest elsewhere. i 
ces aa To the 
If only the plant or building is bought 
: up to a de 


operation usually remains in the hands ¢ 
the former owners or managers. The 
university merely leases the property baci 
to the management of the business. Th 
cash paid to the business for its property 
can be used for expansion, for operatio 
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for other investment. The money paid 

-the business for rent on the property it 
imerly owned can be deducted for tax 
urposes. There is no practical change in 

e operation of the firm, except that it 
ts a tax advantage and some extra cash. 

goes on as before, and the publ‘c is 
sdly aware that the property has 
hanged hands. 

To the university, the deal produces 
ww tax-free income. If it operates the 
Wsiness, directly or through its own non- 
ofit corporation, its earning position usu- 
ly is good, because it has a tax advan- 
we over private competitors. If it leases 
he property back to the former owners, 
he return generally is better than the 
niversity could expect through other 
ypes of investment, such as Government 
bonds or private securities. 

To the business, there are sometimes 
mains other than the advantage of being 
able to deduct rental expense for tax pur- 
gses. A university, because of its favored 
ax position, often is able to pay a higher 
mice for the business or buildings than 
ould a private taxpaying buyer. If the 
ompany makes a profit on the sale price 
fits property, that profit is taxed at the 
kapital-gains rate, which is a maximum of 
oly 25 per cent. If it takes a loss on the 
property, the loss can be written off for 
tax purposes. 

To the Treasury, the transaction adds 
up toa dead loss. As long as the business 
is operated by a private taxpaying corpo- 
ration, the profits are taxed at 38 per cent. 
When the business is owned and operated 
by a university, the whole thing goes off 
the tax rolls. 

If the university becomes merely the 
landlord, with operation of the business 
| rmaining in the hands of the former 
Smipomners, the revenue loss is smaller, but 
till might be substantial. The business 
irm still pays taxes on its profit, but those 
Blaxes are smaller because rent is deducted 
Bitom profits. Then the university pays no 
lax on the rent it gets from the building. 
If the landlord were a private citizen, he 
would have to pay tax at individual rates 
money collected for rent. 
pin either case, an extra burden falls on 
ther taxpayers, who do not have an 
portunity to remove any part of their 
wings from the tax rolls. 
olleges in business, as_ official 
- dies show, are multiplying. In terms 
4% total revenue, the Treasury loss still 
8 small. But the idea is taking hold so 
EBlst that Congress fears it will not be 
lng before losses are running into the 
jons every year. 

According to recent testimony before a 
House committee, institutions that have 
gone into business on a large scale include 
New York University, University of Penn- 
ylvania, Washington University, of St. 
louis, Union College, of Schenectady, 
N.Y., Yale University, Cornell University 
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—Ewing Galloway 





UNIVERSITY OF PENNSYLVANIA‘S DEPARTMENT STORE IN PHILADELPHIA 








—Ewing Galloway 


WASHINGTON UNIVERSITY OWNS MORE THAN 50 BUILDINGS IN ST. LOUIS 
... the trend may be slowed, but it isn‘t likely to be halted 


and University of Rochester. Here are 
some specific cases that are cited: 

A piston-ring factory in St. Louis was 
bought recently by a university. The same 
executives are being paid now with uni- 
versity funds, and all profits go to the 
university. 

A big department-store building in 
Philadelphia, sold to a university, has been 
leased back to the private management for 
23 years at an annual rental of $275,000. 

A leather company, with assets valued 
at $35,000,000, has been bought by a non- 
profit group that signed over all the earn- 
ings to a university. 

A Philadelphia building, bought by a 
foundation representing a number of uni- 
versities, has been leased back to a depart- 
ment store, and the universities’ cash in- 
vestment will be paid back within 12 years. 


After that, the net rental collected by the 
universities becomes pure profit. 

A railroad freight station and more 
than 50 business buildings in Missouri are 
owned by a university. Income from these 
properties is close to $500,000 a year, on 
which no federal tax is paid. 

A retail chain recently sold its real 
estate, valued at $16,000,000, to a college 
in Schenectady. The chain now leases the 
property from the university. The college, 
thus, gets a tax-exempt rental income, and 
the chain gets a cut in its income tax be- 
cause it can deduct the rent it pays. 

A spaghetti factory, one of the largest 
in the country, has been converted into a 
nonprofit business, with all earnings ear- 
marked for a New York law school. Profits 
of this business, now to go to the law 
school, are estimated at $600,000 a year. If 
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The best efforts of America’s best craftsmen 


You get the full benefit of a 
tremendous backlog of mutual 
respect and good will between 
management and labor, built up 
through a century and a half of 
manufacturing, when you “make 
it in Massachusetts”. 


Organizational troubles and 
other “symtoms of adjustment” 
are outmoded here, where labor 
long ago learned the value of 
sincere effort and full cooperation 
-..and where management has 
learned the value of consistently 
seeking out and removing the 
causes of friction and misunder- 
standing. Between 1939 and 
1946, fewer man-days per em- 


ployee were lost through industrial 


disputes in the state of Massa- 
chusetts than in any of the ten 
leading industrial states. 

And as to skill... Massachusetts 
workers are true Yankee Crafts- 
men with whom quality of work- 
manship is a prideful tradition. 





Massachusetts also backs up your enter- 
prise with the world’s greatest concentra- 
tion of research facilities and profitable 
location in a great mass market. For further 
information, write for “An Open Book” — 
50 pages of facts and figures. Massa- 
chusetts Develop- 
ment and Indus- 
trial Commission, 
S-Rm. 407U, State 
House, Boston, 


Massachusetts. 








% 


Only. MASSACHUSETTS Gives You All Three: 


1. SKILLED, COOPERATIVE LABOR 
2. UNEQUALLED RESEARCH FACILITIES 
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& 3. CLOSENESS TO MAJOR MARKETS 





Special Report 


it had remained in private hands, the Gy 
ernment would be collecting an income ty 
of more than $200,000 a year. 

A testing laboratory, one that colleg 
fees for services to industry, has been take 
over by a Midwestern university, and jj 
profits are no longer taxable. 

A spark-plug factory, valued at 33,50), 
000, has been acquired by a university 
owned holding corporation in a Northweg, 
ern State. 

These are typical of the tax-saving deg 
that are worrying Congress, the Treasuy 
and private competitors. Colleges and wi. 
versities are not alone in this field of tay. 
exempt business, although they are gettin 
the emphasis in current official studig 
Foundations of various kinds own bug. 
nesses that pay no federal taxes. Many 
churches and charitable organizations ar 
in business on a tax-exempt basis. Busines 
activities of farm co-operatives are unde 
separate study. 

The problem is how far to go in heat. 
ing off this trend toward tax-free busines, 
Congress dislikes the idea of taxing mone 
that is to be used for education or charity, 
But it faces a problem of revenue. It aly 
faces complaints from private busines 
about tax-free competition. Congressiond 
tax experts, working on this and _ othe 
problems involved in long-range tax-r. 
vision ideas, are worried about where ti 
draw the line on tax-exempt business, 

One idea is to compel corporation 
owned by colleges to pay out at least % 
per cent of their profits for educationd 
purposes, the same proportion that private 
corporations pay in income taxes. A un 
versity-owned corporation, thus, wouli 
have a moderate limitation on the amount 
it could plow back into the business. 

Another idea is to abolish tax exemption 
as such, but permit tax deductions to 
cover money spent for educational or char- 
itable purposes. 

Still another is to allocate income by 
sources, taxing that portion derived from 
business activity. 

Whatever solution Congress decides on 
is not likely to be more than a mild cor 
rective. Congress may undertake to re 
move some of the abuses of the tax-exemp- 
tion system, but legislation to stop exempt 
institutions from going into business is not 
to be expected. The trend toward tar 
exempt business may be slowed down, but 
it is not likely to be halted. 
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Income splitting between hus- 
band and wife, as proposed in 
Congress, would be only a tax- 
saving device, not a federal com- 
munity-property law. 

Couples in 12 community- 
property States would lose tax 
advantage over those in other 
States. But State property laws 
would not be changed. 

Without tax advantage, recent 
State community-property laws 
may lose their popular appeal. 


Community-property laws of 12 
States are to lose much of their popu- 
lar appeal if tax legislation now before 
Congress becomes law. 

Under present law, married couples 
in these 12 States can split the family 
earnings for federal income-tax pur- 
poses. That gives married taxpayers 
inthe middle and upper brackets in 12 
States a substantial tax advantage 
over those in other States. 

Under a proposed change in federal law, 
the same tax privilege would be made 
nation wide. Married couples in all States 
would be permitted to divide the family 
income for tax purposes. 

If that happens, the tax advantage of 
couples in community-property States will 
disappear. But their same community- 
property laws still will be on the books 
Such laws, despite the tax savings they 
der, are not always popular. They often 
kad to confusion on property rights, es- 
pecially in the States that recently have 
piled community-property laws on top of 
aisting State property laws. 

National income splitting would give 
married taxpayers in 36 States a new tax 
alvantage, without any of the disadvan- 
tages that linger with the community- 
property laws of the 12 other States. Then 
there probably would be widespread de- 
mands for repeal of community-property 
laws in some of these States. 

In eight States, the community-property 
principle is traditional. The original pur- 
pose was not to save federal taxes, but to 
protect the rights of wives. In five other 
States, such laws have been adopted re- 
cently, with tax benefits as one of the 
ptimary purposes. Some of these new laws 


JANUARY 9, 1948 














“HOW INCOME SPLITTING WORKS 


U.S. Plan Affecting Taxes Only, Not Property 








—Harris & Ewing 


TAX COLLECTORS 
. +. more figuring? 


have led to such confusion that there have 
been demands for repeal. One, the Pennsyl- 
vania law, has been invalidated by the 
State Supreme Court. 

Also, community-property States are 
penalized by present estate and gift tax 
laws. Congress plans to remove these pen- 
alties. That story im detail is on page 45. 

Behind the idea to make income split- 
ting nation wide is a desire on the part 


of Congress and the U.S. Treasury to 
equalize the tax burdens of families in 
all States. 

Contrary to an impression that seems 
to have spread around the country, no 
federal community-property law is pro- 
posed. There is to be no change in the 
property rights of husband and _ wife 
Those rights still will be governed by State 
law. Income splitting is proposed merely 
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That editor 
must have read 
my mind * 








I WAS sure hard to please! But that 
article on a machine shed did it— 
with facts and figures that jibed with 
the ones in my mind. No wonder I’ve 
got faith in Capper’s Farmer! Here’s 
what happened: 

I wanted just the right shed for my 
machinery—one with no interior posts 
or braces to take up room and make 
parking a nightmare. And it had to 
have two big doors—big enough to 
drive a hay loader or combine in one 
end and out the other. 

I couldn’t find what I needed any- 
where. Then I saw it in a Capper’s 
Farmer article—just the one! A farmer 
in Kansas had built it—a high, arched- 
roof shed. I got the blueprints, bought 
the materials, hired two helpers, and 
pitched in to put it up. 

That shed suits me to a T! It pro- 
tects my big machinery investment, 
and in a pinch I can use it for grain 
storage. That article—plus my con- 
fidence in Capper’s Farmer—paid real 
dividends! 

*Based on an actual case history from 


Capper’s Farmer files. 


To 1,300,000 top farm families in Mid- 
America, Capper’s Farmer is a reliable 
source of profitable, workable suggestions. 
The great selling power of ads in Capper’s 
Farmer reflects this complete confidence. 





The Magazine 
Farm People 
Believe In 





Cappers Farmer 


TOPEKA, KANSAS 
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as a tax device, and would have no effect 
on other laws. 

How it would work, under the in- 
come-splitting proposal of congressional 
tax leaders, can be shown by taking an 
example. 

Assume a married couple has a net in- 
come of $25,000 a year—that is, $25,000 
after allowing for deductions- for charity, 
business expense and other deductible 
items, but before taking personal exemp- 
tions. Say the whole amount of this in- 
come came. from the husband’s salary. 

Under present law, the husband files 
a return in his name only, figuring the 
tax on the full amount of the income. 
The tax turns out to be $9,082. 

Under the proposed law, he would 
file a joint return with his wife. In effect, 
half the income would be hers for tax 
purposes. From the $25,000 net, he would 
deduct $1,000 for his personal exemptions 
—$500 each for himself and his wife. That 
would leave $24,000, which represents tax- 
able income. Here is the point at which 
the change from present law comes in. 

What he would owe the Government, 
under the proposal, would be twice the 
amount of the tax on half the income 
That would be figured this way: He would 
take half of $24,000, which would be $12.- 
000. Then he would figure the tax on 
$12,000, which would be $3,230. Now he 
would multiply that tax by 2, which would 
give him a total tax of $6,460. 

The tax saving at this income level, 
then, would be $2,622, or 28.9 per cent. 
These figures allow for only the income- 
splitting proposal of the bill now before 
Congress. This bill also proposes to raise 
personal exemptions to $600 and to give 





all taxpayers a percentage cut. 

With all these cuts, a married couple 
at $25,000 of net income would wind up 
with a total tax of only $5,749, a reduc- 
tion of 36.7 per cent from the tax under 
present law. If the bill becomes law, there 
will be tax savings, and more money for 
spending, by all taxpayers. But only about 
5,000,000 married couples would get any 
benefit out of the income-splitting plan. 

Division of income for tax purposes 
would be optional, not compulsory. If, for 
any reason, a taxpayer did not wish to file 
a joint return with his wife, he would 
not be forced to do so. He could file a separ- 
ate return, and sacrifice the advantage of 
getting himself into a lower tax bracket. 

Income splitting, thus, would be mere- 
ly a privilege offering equal tax treatment 
to married couples in all States. 

No tax savings are offered, under the 
income-splitting plan, to married couples 
with less than $3,300 of net income, be- 
cause they already are in the lowest tax 
bracket. Nor would income splitting help 
single persons, widows, widowers or di- 
vorcees. Generally speaking, married per- 
sons in community-property States would 
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Superior quality is reflected in 
every detail of Harter chairs. You 
experience this quality in deep-seated 
comfort, in beauty of design and 
upholstery, and in years of flawless 
performance. Harter builds a complete 
line of steel chairs and posture 
chairs. See your helpful Harter dealer, 
Write us for literature. Harter 
Corp., 401 Prairie Ave., Sturgis, Mich, 
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Did you getall your 
dictation done 
today? 


dictating 
equipment helps you get things done 
at top speed and efficiency, at lower 
cost. Secretaries praise it. Write today 
for the complete story of this amaz- 
ing new business aid—the ‘“‘machine 
that serves the mind.”’ 
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et no advantage, because they already 
an split incomes. 

Thus, there may be less incentive for 
ther States to adopt community-property 
aws hereafter. And, in States where such 
aws have been adopted recently, there 
may be new demands for repeal. 





PLANS TO LIGHTEN 
ESTATE, GIFT TAX 


Married couples in all States stand to 
et a special break on estate and gift taxes 
pe tax changes planned in Congress. 





—Underwood & Underwood 
ABA‘S SUTHERLAND 
... Congress will probably agree 


The plan, expected to be written into 
any tax-reduction bill that Congress passes 
in 1948, probably will shape up this way: 
On estates, any property left to the 
widow or widower, up to one half the total 
amount of the estate, would be exempt 
from the estate tax. 

On gifts between husband and wife, 
talf the amount given would be exempt 
from the gift tax. 

These changes follow the ideas of the 
American Bar Association’s Tax Section, 
neaded by W. A. Sutherland, Washington, 
D.C. lawyer. Representative Knutson 
(Rep.), of Minnesota, chairman of the 
House Ways and Means Committee, is 
expected to offer the plan as an amend- 
ment to his tax-reduction bill. 

Aim of the changes is to give equal 
treatment, under estate and gift tax laws, 
to residents of the 12 community-property 
States and those of the other 36 States. 
Married taxpayers in community-prop- 
ety States complain that they are penal- 
ined by the present estate and gift tax 
ystem, which has been in effect since 
(42. Mr. Knutson hopes, by including 
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—sCTHE “Feuwell DRY SCRUBBER 
| CLEANS FASTER... More Thoroughly 


A unique combination of labor-saving features is 
responsible for the greater speed and thorough- 
ness with which the Finnell Dry Scrubber cleans 
grease-caked floors. 


























Equipped with two powerful scarifying brushes, 
this Finnell digs through and quickly loosens 
the most stubborn coatings of dirt, oil, grease, 
and shavings—as the special couplings “adjust 
brushes to floor irregularities, to get into inden- 
tations and grooves that rigid coupling brushes 
would pass over and miss. 


To re-sharpen the brushes of the Finnell Dry 
Scrubber, simply flip the switch. That reverses 
the motion of the brushes and re-sharpens them 
automatically . . . while working. Eliminates 
the need for frequent changing of brushes by 
hand in order to maintain a “ood cutting edge. 


Low construction makes it easy to clean around 
and beneath equipment, and the adjustable han- 
dle adapts the machine to operator’s height for 
by. most effective working position. 


» Various types and sizes of wire scarifying brushes are 
, interchangeable in the brush rings of this Finnell and, 
} with other brush rings, the machine can be used for 
wet scrubbing, steel-wooling, waxing, and polishing. 
pk Rugg zedly constructed. Has heavy duty G. E. Motor, 

oversize Timken Roller Bearings, special bronze 


worm gears, leak-proof gear case. 


For free floor survey, consultation. or literature, 
phone or write nearest Finnell branch or Finnell 
System, Inc., 3701 East Street, Elkhart, Indiana. 
Canadian Office: Ottawa, Ontario. 
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in his bill a provision to remove these 
penalties, to pick up support for his whole 
tax program from the community-prop- 
erty States. 

In community-property States, under 
the 1942 law, at least half the value of a 
couple’s community property is included 
in the estate of the first to die. In other 
words, if a wife dies, the widower may 
find that he has an estate tax to pay, even 
though his wife never worked or had any 
property of her own. 

Furthermore, in community-property 
States, all gifts by husband or wife are 
considered as coming from the husband, 
except for gifts that can be traced directly 
to the wife’s personal earnings or separate 
property. The result is that husbands in 
these States sometimes have to pay higher 
gift taxes than do husbands in other States 
under similar circumstances. 

These conditions have been in effect 
since 1942. Before then, couples in com- 
munity-property States had an advantage. 
When a married person died, only half the 
property was taxable, even though he may 
have earned all the money that produced 
the estate. In other States, the entire 
estate was taxable. 

Effect of the proposed changes would 
be to equalize the burden of couples in all 
States. Married persons in community- 
property States would get the principal 
benefit, since they now are the ones bear- 
ing the greatest burden under estate and 
gift tax laws. But there would be relief 
from these taxes for married couples in all 
States. 

This example shows how the plan would 
work: Take a $500,000 net estate, before 
applying the $60,000 exemption already 
allowed by law. The tax, under present 
law, is $116,500. Under the proposal, as- 
suming the property passed from husband 
to wife or vice versa, there would be a 
credit up to half the estate. When the 
first spouse dies, the tax would be $45,300. 
When the second spouse dies, the tax 
would be another $45,300. That would be 
a total of $90,600. The total tax, thus, 
would be cut $25,900. 

Under present plans, the exemption of 
$60,000 for each estate would remain un- 
changed. With the proposed credit for 
estates of married couples, the estate of 
each would get the $60,000 exemption, so 
that most estates of $120,000 or less would 
be exempt from estate tax. This would 
mean a considerable loss of federal rev- 
enue, and there may be demands to reduce 
the exemption in cases where the 50 per 
cent credit for married persons is claimed. 

Estate taxes and gift taxes for single 
persons, widows and widowers are not 
likely to be changed. Their estates and 
gifts already are treated alike, no matter 
where they live. Tax relief in 1948, as now 
planned, is to be heavily weighted in favor 
of married taxpayers. 
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DIVIDEND NOTICE The p 
Common Stock Dividend No. 128 of p 


The Board of Directors on December 17, 
1947 declared a cash dividend for the 325 
fourth quarter of the year of 50 cents per 
share upon the Company’s Common Cap- 
ital Stock. This dividend will be paid by 
check on January 15, 1948, to common 
shareholders of record at the close of 
business on December 30, 1947. The 
Transfer Books will not be closed. 


E. J. Becxetrt, Treasurer 
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Exquisite Signed Originals 
by Thomas Benton, Gordon 
Grant, Chapin, Gropper and 
other famous artists. Many 
already purchased by 200 
leading museums. Values 
$18 to $36. Your friends 
would never dream they 
cost only $5 each. 
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ASSOCIATED AMERICAN ARTISTS 19: 
Studio 561, 711 Fifth Ave., New York City 22 
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INDICATORS OF BUSINESS ACTIVITY 


Prices are still rising steadily. 

Wholesale prices rose to 162.5 on the 
Bureau of Labor Statistics index for 
the week ended December 20, the 
seventh straight gain. The index is 
16 per cent above a year ago and 
only 3 per cent below the 1920 peak. 

Industrial goods rose 1.3 per cent to a 
level 10 per cent above June, 1947, 
and 38 per cent above June, 1946. 

Petroleum and petroleum products 
jumped 11 per cent in the latest 
week. The recent price advance of 
50 cents a barrel in crude petroleum 
has spread to petroleum products. 

Foodstuffs rose in primary markets 
from December 26 to 30. Butter 
rose 2 cents, cottonseed oil 2, cocoa 
beans 1.5, wheat 2. Food prices at 
wholesale are 9 per cent above June, 
1947, and 69 above June, 1946. 

A seesaw rise has taken place be- 
tween iood prices and other prices at 
wholesale. Percentage gains in each 
of the last three half years follow: 

1946 —1947-——— 


2d H. Ist H. 2d H. 


All commodities 25 6 10 
Farm prod’s 22 6 10 
Foods 45 1 9 
Industrial goods 17 9 10 

Hides and leather 38 0 23 


B'ld’g materials 14 @ 6 
Fuel & lighting mat’s 11 9 21 
Textile prod’s 21 5 6 
Metals and prod’s— 21 8 6 


Housefurnishings 8 9 5 
Chemicals 28 0 6 
Misc. 9 9 4 


Farmers gained an advantage in 1946, 
but lost a bit of it in 1947. 

The parity ratio, showing the relation 
of prices received by farmers to prices 


(1935-39 = 100) 
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* Rise is on each dollar spent in June, 1946 
© 1948, By The U. S. News Publishing Corp. 
Basic Data: BLS 
paid by them, rose from 116 in June, 
1946, to 125 in December, 1946. In 
December, 1947, it was 123. 

In the cost of living, food costs rose 
less than other costs in 1947. 

Total cost of living, as shown by the 
top chart, rose 24 cents on the dollar 
from June, 1946, through the second 
half of 1947. Of the 24 cents, 15 
came in the second half of 1946, 3 in 
the first half of 1947, and 6 in the 
second half. 

Food costs accounted for 11 cents of 
the 15-cent rise in the last half of 
1946, but only 1 out of 3 cents in 
the first half of 1947 and 3 out of 6 
cents in the last half. 

Upward pressure on industrial-goods 

prices continues. 
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Earnings of manufacturing workers 
rose to record rates of $1.27 an heur 
and $51.02 a week in November. 

Freight rates, up 10 per cent in 1947, 
were authorized to rise another 10 
per cent. 

Inventory accumulation had _ not 
slackened through November. Manu- 
facturers’ stocks rose to $23,700,- 
000,000, up $300,000,000 from Octo- 
ber. Department-store stocks rose 
again, though a seasonal drop is 
normal. 

The money supply still rises. Deposits 
rose $150,000,000 in November, along 
with a rise in currency in circulation. 
Contributing to the rise was a gain 
of $800,000,000 in bank loans and 
$303,000,000 in the gold stock. 

Interest rates, however, are stiffening 
as the Federal Reserve Board and 
the Treasury tighten credit. 

Yields of Government bonds rose to 
2.45 per cent on December 29, from 
2.37 on December 20 and 2.22 in 
June. Long-term bonds were about 4 
points below their early 1947 prices. 

Corporation-bond yields rose to 2.95 
per cent on December 29, from 2.84 
on December 20 and 2.50 in June. 

Department-store sales fell 5 per cent 
on The United States News indicator 
for the week ended December 20. 
The December average level, how- 
ever, is near the record November 
rate. 

Inflation is proceeding faster now than 
in the first half of 1947, but more 
slowly than in late 1946. Food prices 
are still aggravating inflationary pres- 
sures, but industrial-goods prices are 
now sharing equally in the rise. 
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Complaints on Naming of Speculators . . . A Tax Cut 
As Price of Foreign Aid? .. . More Trouble for Ruble 


The White House is getting com- 
plaints from businessmen who object 
to the Republican drive to force publi- 
cation of names of those who have 
speculated in grain. The complaint is 
that publicity is hurting business 
reputations of persons who engaged in 
trading operations that always have 
been considered fully legitimate. 


xk * 


Mr. Truman and his aides are chuck- 
ling over the enthusiastic way Repub- 
licans have been attacking the institu- 
tion of trading in grain, which is one 
of the few remaining markets that are 
really “free markets” in a capitalist 
system that is supposed to be tied to 
the free market. Democrats have been 
defending and Republicans aiming fire 
at a strictly capitalistic institution. 


xk * 


Clinton Anderson, Secretary of Agri- 
culture, points with pride to employes 
of his Department who have bought 
hundreds of millions ot bushels of 
grain for the Government in what they 
knew was to be a rising market and 
yet avoided any action that would re- 
turn a personal benefit to them. Few 
of them make more than $5,000 a year. 


x *k * 


Henry Wallace is convinced that he 
can build a one-man party that may 
get some votes in 1948 and then play 
a major role in the election of 1952. 


x *k * 


John L. Lewis, head of the coal min- 
ers, discovers that he is being courted 
again by the Communists since he 
pulled out of the AFL. Mr. Lewis, 
however, is not interested in renewing 
old friendships which were broken 
when he pulled out of the CIO. 


ne OR 


Phil Murray, CIO head, is nearer toa 
definite break with the Communist 
group in the CIO now that this group 
is prepared to back Henry Wallace, 
upsetting the Murray plans for a 
united labor front in 1948. Mr. Mur- 
ray’s Political Action Committee is to 
be split by the Wallace candidacy. 


48 


John Snyder, Secretary of. the Treas- 
ury, is telling President Truman in 
private that he may have to accept the 
idea of a tax cut on 1948 individual 
incomes as the price for approval of 
aid to Europe. The Treasury Secre- 
tary is maneuvering to keep that cut 
as small as possible. 


Kk 3S 


Republican strategy is to be to put a 
tax cut ahead of foreign aid so that 
the White House can be put under 
pressure to accept some reduction in 
taxes. 


kkk 


George Marshall, Secretary of State, 
is going to be forced to do a major 
job of selling if he expects to get Con- 
gress approval for plans to put up 
many more billions for European aid. 
Congressmen are reporting a voter re- 
action that blames foreign aid for 
most of their personal problems, rang- 
ing from taxes to high prices. 


x * * 


Senator Arthur Vandenberg, of Mich- 
igan, is going to carry the ball for 
foreign aid in the Senate, but insists 
upon a somewhat free hand in accept- 
ing or rejecting amendments to the 
White House version of the plan. 


xk * 


Joseph Stalin, Russia’s dictator, is ex- 
pected by some high U.S. officials to 
play a cautious game in months just 
ahead to avoid the sort of crisis that 
might cause Congress to vote all of 
the billions for Europe that Mr. Tru- 
man wants voted. A new flare-up 
of anti-Russian sentiment might be 
needed to push through the Marshall 
Plan. 


x & & 


Premier Stalin is having his troubles 
at home, which may account for a 
temporary lull in Russian moves 
abroad. A 90 per cent cut in Russia’s 
supply of currency hasn’t been enough 
to bring money supply into line with 
the supply of goods, so that there are 
acute shortages of unrationed goods. 
Stalin is discovering that deflation of 


the kind he used leaves deep politi¢ 
and economic scars. 


x k * 


Averell Harriman, Secretary of Cog 
merce, is more optimistic than is Pre 
ident Truman over the ability of ¢ 
steel industry and some other ind 

tries to design voluntary rationi 
plans that will work. The steel indy 
try is to be used as the guinea pig fg 
voluntary control over distribution, 
scarce products. 


x *k *& 


Marriner Eccles, Chairman of th 
Federal Reserve Board, holds the ke 
to the future of interest rates, and m 
John Snyder, Secretary of the Treg 
ury. Mr. Eccles and his Reserve Boar 
are the ones who have power to deter 
mine the price at which they will sup. 
port Government bonds. 


x k * 


John McCloy, head of the Worl 
Bank, and Camille Gutt, head of th 
International Monetary Fund, are go. 
ing to be prodded by Congress to take 
a more active hand in trying to get the 
world back on its feet. These men ani 
their institutions control billions in 
U.S. dollar resources that are largely 
idle, on the side lines, while the worl 
troops to Washington seeking othe 
billions. The point is, however, that 
Congress, alone, cannot alter the rulé 
that guide Mr. McCloy and Mr. Gutt 





























x *k * 


It is going to take more dollars amt 
more U.S. military advisers, if 
actual troops, to keep the guerrilla 
in Greece from making further gait 
On balance, U.S. has slipped sine 
trying to underwrite the security d 
the established Government of Greece. 


xk * 


James M. Landis failed to be reap- 
pointed to the Civil Aeronautic 
Board because of an inside policy dis 
pute. He insisted that air policy 
should be guided by an independé 
agency. Others, including Commeft 
Secretary Harriman, view indepé 
ent agencies with less favor. 
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